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THIS MONTH’S COVER: MONTREAL 


‘Cut by W. L. Leney, the line engraving reproduced on the front cover is a view of 
Montreal as it appeared in 1829, looking westward from St. Helen’s Island. Already it 
had been known to white men for almost 300 years, for there in 1535 Jacques Cartier 
had discovered the Indian village of Hochelaga. In 1611 a trading post was estab- 
lished on the site by Champlain, who named it Place Royale. In 1642 1t became the 
city of Ville Marie. But during the period from 1665 to 1725 it began to be known 
more and more as Montreal, taking its name from the mountain shown in the cover 
view, Mount Royal. . . . Painted by R. A. Sproule, the original water color which 
served as a model for this engraving is owned by the McCord Museum of McGill Uni- 
versity, at Montreal... . Looking in the opposite direction, toward St. Helen’s Island, 
the aerial view above shows Montreal as it is today, home of a million Canadians and 
largest city in the Dominion. With its 250 churches, it retains some of the atmosphere 
of medieval France. Nonetheless, as Summer terminus on the St. Lawrence for 25 steam- 
ship lines and headquarters of the two transcontinental Canadian railways, tt ts a 
bustling metropolis. In addition to its transportation facilities Montreal is Canada’s 
center for the manufacture of shoes, electrical appliances, textiles, cement, and paint. 
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PHILIP D. GENDREAU 


MANAGEMENT'S NEW RESPONSIBILITIES 


I T IS becoming increas- 
ingly evident to man- 
agement that it has other 
obligations than merely 
to earn dividends for 


stockholders. The head 
of one of America’s larg- 
est organizations ‘has 


WILLIAM L. BATT 


President, SKF Industries, Inc. 
Chairman of the Co-ordinating Committee, 
Seventh International Management Congress 


Here a man with 15 years’ experience as head of a 
well-known enterprise points out that for their ulti- 
mate protection stockholders may well have to put 
the immediate interests of laborer and consumer 
ahead of their own. This is one of a series of articles 
on subjects of importance to business, presenting the 
opinions of men whose diverse backgrounds have 
created decided, and often conflicting, convictions. 


is, rather, the creed of 
what might be called the 
“new conservatives” —of 
those, that is to say, who 
want to preserve the 
profit principle, with a 
minimum of govern- 
mental interference, but 


stated it in these words: 

“There rests upon them a far broader responsibility 
than the mere production of goods and services, or 
solely the interests of their stockholders. They must 
assume the important obligation, through proper 
policy, of attuning industry to a rapidly changing 
world, from social as well as economic standpoints.” 
Stockholders might as well reconcile themselves, there- 
fore, to the fact that management cannot always put 
their interests first in the obligation of business enter- 
prise; and that the legitimate requirements of cus- 
tomers and employees have acquired a new significance 
which must be recognized if the business of today is 
to prosper. 

This is not communism, nor treason to stockholders, 
nor even unbusinesslike, over-generous altruism. It 


who realize that if private 
enterprise is to survive, management must assume 
the tasks not only of providing purchasing power but 
of doing more and more toward simplifying the 
many problems of human relationships that exist in 
industry. 

Popular dissatisfaction with things-as-they-are takes 
many superficial forms, but at bottom today’s difficul- 
ties are arising from the fact that more and more people 
want to be sure that they can enjoy more of the neces- 
sities and luxuries than they have so far been able to 
get with any degree of regularity. Knowing, as they 
do, that modern methods and machines have made 
an economy of plenty possible, potential consumers all 
the way down the economic scale have become clamor- 
ous for larger and less frequently interrupted shares. 

















The “have-nots,” as they 
have been called, are not mere- 
ly vociferous. They are power- 
ful. Their present temper is 
to get what they feel they 
should have—legally, by their 
votes, if they can. If they fail 
in this it could happen that 
they would resort to some 
other means. Now I do not 
want to put too much empha- 
sis on the have-nots, or to have 
it appear that giving them 
what they ask is a panacea for 
all our troubles. It is well, 
however, for owners and man- 
agers of business to recognize 
this condition and to adopt 
policies and follow methods 
which will attempt to satisfy 
the proper requirements of 
consumers and workers alike 
—remembering that all work- 
ers are consumers and that the 
overwhelming majority of 
consumers are workers. 

This is not the mere throw- 
ing of a sop to the enemy in the 
hope of buying peace. It is the 
adoption of a policy which the more farsighted men 
of business have recognized for some time to be the 
surest road to profits. 

We are getting a better understanding of economics. 
It was once called “the dismal science.” There is some 
doubt as to whether economics is, strictly speaking, a 
science. But certainly what it taught up to quite re- 
cently was dismal. Its laws—the one about supply and 
demand, for example—seem to have been largely based 
on the conviction that the sum total of wealth was 
more or less fixed, inflexible, inelastic. If that were 
true it followed that what was one man’s gain must 
necessarily be another man’s loss. With not enough 
to go around, one consumer’s full stomach meant an- 
other’s starvation. It was an equally inescapable con- 
clusion that the only way a business man could expect 
to get a profit was by taking it away from someone 
else, mainly his customers and his employees because 
they were the easiest to handle. 

Today economics is not so gloomy and depressing a 
subject, for it takes into account the humanities and 
is generally closer to the realities of life. 

A few outstandingly successful business men have 
taught the academic economists that wealth is not 
rigid, that there is no trough of limited capacity from 





INDUSTRIALIST, Business LEADER 


After studying engineering at Purdue University, 
William Loren Batt joined the Hess-Bright Manufac- 
turing Company. In his first year, 1907, he was made 
head of the laboratory and in 1916 became secretary of 
the firm. In 1919, when Hess-Bright became affiliated 
with SKF Industries he was made the latter’s general 
manager and four years later its president. 


Active in the National Association of Manufacturers, 
president in 1936 of the American Society of Mechan- 
ical Engineers, and a director of the Swedish Chamber 
of Commerce of the United States, Mr. Batt this year 
has assumed further responsibilities in his work for the 
Seventh International Management Congress, which 
meets in Washington next month, September 19 to 23. 


which each of us can get his 
share only at the expense of 
others, by dint of hoof and 
snout. These practical busi- 
ness men economists have 
proved that the biggest, con- 
tinuing profits come not from 
piratical prowess, but from the 
creation of new wealth— 
which is production, or from 
rendering a worthwhile ser- 
vice—which is distribution. 
Compared to the profits from 
such constructive activities, the 
gains from victimizing cus- 
tomers or sweating labor are 
picayune. 

The realization that there is 
a vast unsatisfied potential de- 
mand for nearly every kind of 
goods should come as a great 
relief to business men who are 
fed up with the struggle to 
take a comparatively small 
amount of the available busi- 
ness from a competitor. It is, 
as a rule, easier and less expen- 
sive to turn potential demand 
into effective demand than to 
fight competitive wars. All that is necessary is to pro- 
vide purchasing power, which can be done by making 
consumers’ dollars go farther, and by giving them 
more dollars. 

One way to do that is by keeping prices as low as 
possible, bearing in mind that it is not the immediate 
large profit on a “fortunate” sale that is important, but 
rather the total profit year after year. I am not ad- 
vocating price-cutting. That is not only likely to be 
disastrous to an industry, but basically unsound because 
it has for its purpose not the increasing of consumption, 
but the grabbing of business from a competitor. What- 
ever gain consumers realize from a price war is short- 
lived. 

To give the consumer the best possible value for his 
money in both price and quality is not merely con- 
structive. It is a protective precaution made necessary 
by the increasing pressure which is being brought to 
bear upon government by consumers. As yet they are 
not as effectively organized as is labor, but they are on 
the way, and some day soon will be able to make their 
demands effective. As is usual with mass movements, 
when they get their way they may not be satisfied 
merely with products of adequate quality at a reason- 
able price. They may carry their demands beyond our 








present capacity to produce at low enough cost to give 
them what they ask for and still make a profit. It is 
up to the stockholders to permit management to adopt 
policies which will forestall such excesses. 

But at the moment industry’s chief concern is with 
its employees. Not all labor leaders are wise. Some 
have over-reached themselves. Workmen are human 
in their strengths and in their failings. Liberal em- 
ployers have suffered in many instances. The fault has 
been both with short-sighted employers and with our 
basic thinking on labor and its relationship to the 
owners and managers of business enterprises. 

We are prone to think of labor as a class—as some- 
thing impersonal, almost inanimate. It is, of course, 
true that men in groups act in other ways than do in- 
dividuals. But I am certain that we should have fewer 
“labor troubles” if we thought of our employees as 
human individuals, each of whom has a sense of per- 
sonal dignity, his own personal problem of providing 
for himself and others, and a desire for the luxuries 
and conveniences of life and for leisure in which to 
enjoy them. 

Stockholders in a business of even moderate size are 
necessarily too far removed from the factory to be able 
to get the point of view of the employees and a full 
understanding of their problems. It is plainly an im- 
portant duty of management to have the contacts and 
the consequent understanding. 

Unfortunately, management too often insulates itself 
from its employees. It would almost seem that some 
executives feel that they cannot preserve a proper dig- 
nity if they talk with their factory people. 
~ Still others make their headquarters away from the 
plant, for one reason or another. This, a growing 
number of executives are finding, is a mistake. For 
years the executive offices of our company were in New 
York City for the excellent reason that New York 
offers large advantages from the selling point of view. 
But being so far away from our factories—the nearest 
one was in Philadelphia—it was difficult for us to sense 
the temper of our employees. And they, quite natu- 
rally, had the usual feeling about “absentee owner- 
ship.” Since we have moved the executive offices back 
to the Philadelphia factory we have been in a better 
position to understand our employees’ problems and 
points of view. Certainly we are better able to give 
our employees an understanding of management's 
problems. 

Not long ago it was necessary for us to lay off some 
of the men. One of them wanted to see me. Since 
my office was only a few hundred feet away from his 
locker, he had no trouble. He told me the common 
but really heart-rending story of dependents, lack of a 
surplus, and a black future. I could not do anything 
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to help him, but I could and did convince him that his 
temporary unemployment was necessary by showing 
him the actual figures as to the large inventory on 
hand, the small volume of sales, and the impossibility 
of financing further additions to the inventory until 
we could move what we already had. This did not 
feed his family, but it proved to him that his layoff was 
not done to gratify a sadistic whim. He was not at all 
bitter when he left my office. Had my office been in 
New York, he might have left the plant in a mood to 
smash windows. 

I suppose it is impossible for one who has not ex- 
perienced it to realize what uncertainty of employ- 
ment means toa worker. He leaves home in the morn- 
ing happy in his prospects. At quitting time he finds 
a notice that he need not come back the next day. 
How is he to face his wife? How is he to pay the 
rent and the grocer; the installment on the radio? 

That we shall have to find a solution I am certain. 
People must live, and they should have a reasonable 
certainty that so long as they do live and are willing 
to work, they can have at least the necessities of life. 
We already have a small measure of unemployment 
relief and old age benefits. If industry itself cannot 
give income the year around and security after a man’s 
working days are over, popular opinion is likely to 
force the Government to enlarge this program. 

In short, if business does not succeed in finding the 
means to give job security it will have to pay the bill 
indirectly through taxes. And that will always be the 
most expensive way. 

I don’t know specifically how these things should 
be worked out, but I know it is high time we do some 
straight thinking, with the probable result that we 
shall have to change many of our traditional ideas. 


EWING GALLOWAY 
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For example, even though all employees and many 
employers maintain that a workman is not a machine, 
most employees would be physically better off if they 
were treated like machines. This could be amplified 
in many ways and at great length. I want to make 
just one point. We buy our machines outright, except 
in a very few cases where they are leased, and after we 
have acquired them we must keep them, in good times 
and bad. No machine manufacturer would consider 
renting out a valuable machine on the basis that rent 
was to be paid for it only when it was in use, and that 
it need not be taken care of when a plant shutdown 
made it idle. Yet that is the way the custom of years 
has arranged things with our factory employees. 

Speaking impersonally, it is not only inhuman, it 
is shortsighted; for when men are laid off without 
wages they cannot buy. Inevitably all of what indus- 
try pays in wages ultimately comes back through sales, 
despite the fact that the workman usually does not buy 
directly what he produces. Even though probably 
none of our company’s employees buys a roller bearing 
for his own use, many of them do buy them as ultimate 
consumers when they buy an automobile. They even, 
by great indirection, buy the bearings we make for 
factory shafting when they buy the cereal food or the 
shoes that are made in factories which are equipped 
with our shaft bearings. 


Another basic idea which must be changed is that 
increased purchasing power in the forms of lower 
prices, increased yearly wages, and social security 
charges necessarily must reduce profits. On the whole, 
prices of industrial products, considering what the 
price will buy, have been going down for many years 
in spite of the fact that hours of work have been short- 
ened and total yearly wages have been rising. And 
except during periods of business depression profits 
haven't seriously suffered. This, of course, has been 
made possible by the increased production per man- 
hour resulting from improved machines and methods. 
Part of the savings, voluntarily or under pressure, have 
been divided between the consumer in lower prices 
and employees in higher wages; a fairly adequate re- 
mainder has gone to the stockholder as his profit. An 
excellent case can be made for the theory that one of 
the important causes of depressions is that too many 
producers have failed to distribute to others a large 
enough share of the savings and so have made it im- 
possible for them to buy the increased production. 

It is certain that improvements in production 
methods will continue to be made in the future. That 
should make it possible to reduce prices and increase 
wages and profits still more. If a fair division is made 
of the benefits few Americans will object to the owners 








getting an adequate share. Without that incentive 
private capital would have little encouragement to 
hazard the risks of business. 

Another way in which we must change our think- 
ing is to realize that business can continue to exist only 
if it is a useful servant of society. It has no vested 
rights. It operates under a charter from society. If 


it fails to serve society it will in time die from lack of 


nourishment. But before that happens, society may 
take the matter into its own hands and revoke the 
charter, which it has the moral right and the un- 
doubted power to do. If society at present cannot do 
that legally it can pass laws which will make it legal. 


But I am certain that an increasing number of the 
owners and managers are not that shortsighted. For 
instance, every one of the papers which will be pre- 
sented at the general sessions of the Seventh Inter- 
national Management Congress which is to be held 
in Washington next September has to do with the 
relationships between management, labor, and society 
and especially of the responsibility of management. 
Typical of the titles are: “Management’s Responsi- 
bilities to Society,” “Influence of Technological Prog- 
ress upon Social Development,” “The Continuance of 
Free Enterprise,” and “The Public’s Concern in In- 
dustrial Harmony.” 

Compare this with the program of the 1929 meeting 
in which most of the papers had to do with methods 
for increasing production and reducing costs—very few 
with social questions. The trend is undoubtedly in the 
right direction. And the responsibility is squarely up 
to management. No other factor is in a position to 
bring about the needed changes equitably and eco- 
nomically. 

One of the clearest statements of this enlarged re- 
sponsibility of management that I have seen is one 
contributed by James F. Bell, chairman of General 
Mills, to a symposium on management to be conducted 
by the Fa pec International Management Con- 
gress. I can close this article with no more adequate 
summary than that given by Mr. Bell: 

“Until recently management was synonymous with 
ownership; today it is synonymous with trusteeship. 
It holds in trust the investment of the stockholders, 
and, still more important, it holds in trust the jobs of 
the workers. In the performance of its trusteeship it 
is responsible to the public, for unless the public con- 
tinuously accepts the results of its efforts, the stock- 
holders cannot receive dividends or the workers receive 
wages. Without sound management capital is unpro- 
ductive and labor idle, because neither of them can 
effectively serve the public unless management pro- 
vides the connecting link.” 
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EWING GALLOWAY 


THE NEW BANKRUPTCY ACT 


JULES I. BOGEN 


Editor, Journal of Commerce 
Professor of Finance, New York University 


HE new sections of the National 

Bankruptcy Act enacted in 1933 
and 1934 were entitled, “Proceedings 
for the relief of debtors.” The nation 
was then in the midst of one of its 
great depressions, and there was wide- 
spread support for legislation that 
would ease the position of debtors. 
Section 73 and subsequent sections of 
the Act were enacted, often in great 
haste, to give relief to various classes 
of overburdened debtors. 

Experience with these new sections, 
as well as with a number of the older 
provisions, of the Bankruptcy Act has 
raised the broad question whether the 
movement to relieve debtors has not 
been carried too far. This time demand 
for relief has been loudest from credi- 
tors. The chief objective of the new 
Chandler Act, which makes a thor- 
oughgoing revision of the whole Bank- 
ruptcy Act, is in effect to make 
provision “for the relief of creditors.” 

The new law, through establishing 


a better balance between creditors’ and 
debtors’ rights, shouldtrestore the credit 
relationship upon a sounder basis. If 
the philosophy of debtor relief is carried 
too far it undermines the basis for the 
granting of credit. If corporate reor- 
ganizations fail to safeguard the rela- 
tive position of various groups of 
security holders new financing of all 
kinds will be even more difficult than 
is now the case. Hence, a law which 
seeks to give reasonable protection to 
creditors should prove of distinct bene- 
fit in the long run to debtors as well. 

The newly-enacted amendments go 
into effect September 22, 1938. 

The National Bankruptcy Act, 
amended constantly since its enact- 
ment in 1898, had become a poor ex- 
ample of legislative draftsmanship. 

The Chandler Act rearranges the 
law so that future amendments can be 
made in orderly fashion. The Bank- 
ruptcy Act proper has been assigned 
sections I to gg, to be divided eventu- 


ally into nine chapters. This portion 
of the law now comprises sections 1 
to 72, divided into seven chapters. 

The debtor relief provisions formerly 
contained in Section 77-B have been 
rewritten as Chapter X of the law, de- 
voted to Corporate Reorganizations, 
and have been assigned section num- 
bers 100 to 300. Composition settle- 
ments, formerly provided for in 
Sections 12 and 74, are provided for in 
Chapter XI, devoted to Arrangements, 
and will have section numbers 300 to 
400. Two other chapters are provided, 
Chapter XII devoted to Real Property 
Arrangements by Persons other than 
Corporations and Chapter XIII for 
Wage-Earner Plans. 

The new law does not affect Section 
74, Agricultural Compositions and Ex- 
tensions, and Section 77, applicable to 
railroads, although it is generally felt 
that substantial revision of the latter 
is needed in the light of the unsatis- 
factory experience with it to date. Also 
it does not involve Section 81, appli- 
cable to municipal corporations, which 
remains unchanged but will expire by 
limitation on June 30, 1940. 

The most significant changes effected 
in bankruptcy procedure by the new 
law are those which furnish added safe- 
guards to creditors. They may be 
summarized as follows: 

1. Examination of bankrupts is 
made mandatory in all cases, instead 
of merely permissive. The judge or 
referee must examine the bankrupt or 
cause him to be examined publicly at 
the first meeting of creditors and at the 
hearing upon objections to his dis- 
charge. The trustee is required to con- 
duct an examination at a creditors’ 
meeting if a full examination was not 
conducted by referees, receivers, or 
creditors. 

2. The criminal section of the law 
is strengthened and is made applicable 
to debtors in reorganization proceed- 
ings and arrangements, as well as to 
bankrupts. The United States Attor- 
ney must report to the referee on all 
cases referred to him and oppose the 
discharge of the bankrupt if the facts 








warrant. The bankrupt henceforth 
will not be discharged if he refuses to 
answer any material question at the 
discharge hearing on the ground that 
it might tend to incriminate him. 

3. The sections of the law applicable 
to preferences, liens, and fraudulent 
conveyances are clarified, mainly to 
give added protection to creditors. 

4. The creditors at their 








in addition to the changes just outlined 
for the protection of creditors. The 
section applicable to partnerships has 
been revised. 

The changes effected in the bank- 
ruptcy sections of the law, however, 
involve far less revision of current prac- 
tice than those brought about by the 
new reorganization provisions. 





the whole procedure from the manage- 
ment of the corporation. This is done 
through the following new provisions: 

1. In every case involving $250,000 
of indebtedness or more a disinterested 
trustee must be appointed. Where the 
indebtedness is less than $250,000 the 
court may continue the debtor in pos- 
session, as could be done in all cases 
under Section 77-B, or ap- 
point a trustee in ‘its dis- 





first meeting may appoint 
a committee of three or 
more creditors, which will 
have official standing, to 
consult with and advise the 
trustee and to submit any 
question concerning the ad- 
ministration of the bank- 
rupt estate to the court. 
Such committees have 
proved helpful in British 
and Canadian bankruptcy 
practice. 

5. Provisions are in- 
serted to safeguard the elec- 
tion of trustees in bank- 
ruptcy. Claims of less than 
$50 are not to be counted 





in computing the number 
of creditors who vote at the 
creditors’ meeting, to pre- 
vent collection agencies and 
others who acquire large 
numbers of small claims 
from obtaining control over 





ceedings. 
cases are subject to both statutes. 

Where a court approved a 77-B petition before 
June 22, Chapter X will apply “to the extent that 
the judge shall deem its application practicable.” 

Pending 77-B proceedings will benefit from the 
provisions of the new act specifically exempting 
from Federal and State income taxes profits result- 
ing from the downward readjustment of indebted- 
ness under the reorganization plan. Furthermore, 
a petition may be filed under Chapter X on and 
after September 22 in any bankruptcy proceeding 
already pending on that date. 


PENDING 77-B CASES 


Reorganization proceedings initiated by peti- 
tions filed after September 22, 1938, the effective 
date of the new National Bankruptcy Act, are 
governed exclusively by Chapter X of the new law, 
which replaces Section 77-B of the old. 

Where petitions filed under Section 77-B are 
approved by a court between June 22 and Septem- 
ber 22, Chapter X applies in its entirety to the pro- 
therefore, such 


Until September 22, 


cretion. A disinterested 
person, as defined in the 
statute, may be neither a 
creditor nor ‘stockholder. 
During the preceding five 
years he must not have been 
an underwriter of any se- 
curity of the debtor. For 
two years previously he 
must not have been a direc- 
tor, officer; or employee of 
the debtor, or an under- 
writer of the debtor’s se- 
curities, or an attorney for 
either. Finally, he must 
have no “interest materially 
adverse to the interests of 
any class of creditors or 
stockholders.” 

2. The trustee, when 
directed by the court, is re- 
quired to investigate the 
conduct and financial con- 
dition of the debtor, the de- 
sirability of continuing the 








the administration of the 
estate and defeating the in- 
terests of substantial creditors. Also, 
receiver is made an act of bankruptcy, 
holders, officers, directors, and trustees 
where the bankrupt is a corporation, 
may not vote for the election of a 
trustee or a creditors’ committee. 

6. The appointment of an equity 
receiver is made an act of bankruptcy, 
where the debtor is unable to meet his 
debts as they mature. Thus debtors 
will no longer be able to resort to equity 
proceedings to escape the safeguards 
contained in the Bankruptcy Act. 

Numerous technical changes to clari- 
fy the law and to expedite and improve 
procedure in the light of experience 
with the old statute have been made 








The revision of Section 77-B was 
based upon an extended investigation 
of procedure under this law during its 
first three years on the statute books, 
both by the Securities and Exchange 
Commission and Congressional com- 
mittees. These investigations indicated 
that creditors and investors were given 
insufficient protection, that manage- 
ment on occasion abused its position 
in reorganizations and that financial 
plans were not subject to sufficient dis- 
interested scrutiny before adoption. 

The most important single change 
that the new Chapter X makes in the 
process of corporate reorganization 
under the Bankruptcy Act is to divorce 





business, and the possibility 

that any basis exists for charges of fraud, 
misconduct, mismanagement, or ir- 
regularities against the management. 
A brief statement of the results of the 
investigation is to be submitted to the 
court and all parties interested. Where 
the liabilities are less than $250,000 a 
similar investigation by a disinterested 
examiner may be directed by the court. 
3. The trustee assumes a leading 
role in the evolution of a plan of re- 
organization. The court, under the 
new law, fixes a time within which the 
trustee is to prepare and file a plan of 
reorganization, or a report giving rea- 
sons why such a plan cannot be ef- 
fected. The trustee then gives notice 
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to creditors and stockholders that they 
may submit to him suggestions for the 
formulation of a plan or actual plans, 
within a specified period. Thus the 
trustee, instead of the debtor, a banker, 
or groups of security holders, will as- 
sume the leadership in the formulation 
of a reorganization plan. At the same 
time, any creditor or security holder, 
regardless of the amount of his interest, 
is invited to make suggestions regard- 
ing the reorganization plan. Where a 
trustee is not appointed the court may 
instruct the examiner to file a plan. 

“Under the bill,” said the majority 
report of the House Committee on the 
Judiciary with regard to this portion 
of the new law, “the independent trus- 
tee will serve as the focal point for 
formulation and negotiation of a plan 
of reorganization. This important 
function under the present system has 
been left to the outside few. That 
normally has meant leaving it to the 
management and the investment 
bankers. It should no longer be left in 
these hands, since those persons too 
often have interests conflicting with 
those of the investors.” 

A basic objective of the Securities 
and Exchange Commission in its regu- 





lation of the security markets 
has been the elimination of 
conflicts of interest wherever 
it discerns their existence. 
In the case of corporate re- 
organization this is being 
sought through a major ex- 
pansion of the rdle of inde- 
At the 
same time it is apparent that 
when a corporation embarks 
upon a Chapter X proceed- 
ing the management has no 
assurance that it will retain 
its position. This will doubt- 
less tend to make such pro- 
ceedings far less popular with 
many managements than in 
the recent past. 

After a plan of reorganiza- 
tion has been filed with the 
court, under the new law, 
the judge sets a time for a 
preliminary hearing on the plan to con- 
sider objections or amendments from 
the debtor’s management or from any 
creditor or stockholder. At this hear- 
ing the debtor, any creditor, or any 
stockholder may also file plans of their 
own. Following the hearing and be- 
fore formal approval of a plan or plans, 
the judge must submit the proposed 
plans to the Securities and Exchange 
Commission for a report if the indebt- 
edness of the debtor exceeds $3,000,000, 
and may do so if the indebtedness is 
$3,000,000 or less. This report of the 
SEC, however, is to be advisory only. 

The theory behind this com- 
pletely new provision of the 
law is that the courts are not 
qualified to pass upon the 
purely financial aspects of a 
plan of reorganization. An 
administrative body specifi- 
cally concerned with financial 
regulation is regarded as more 
competent to do this. Since, 
under Section 77, it has been 
found that reorganizations 
may be held up indefinitely if 
an administrative commission 
—in that case the Interstate 
Commerce Commission—is 


pendent trustees. 
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required to give positive approval in 
advance, the SEC is given only an ad- 
visory role in Chapter X proceedings. 
Furthermore, to avoid undue delay on 
this account, it is provided that the 
judge may fix a reasonable time for 
the filing of such advisory report by 
the SEC, and proceed without one if 
it is not forthcoming in time. 

The Securities and Exchange Com- 
mission may also become a party to the 
reorganization proceeding, with the 
approval of the court, at any stage of 
its progress. 


Procedure 


Several important changes are made 
in the procedure for putting a plan into 
effect, under the new law. Under Sec- 
tion 77-B creditors and security holders 
were often asked to assent to a plan be- 
fore its approval by the court, and at 
times even before the reorganization 
proceedings were initiated. This is not 
permitted under the new statute. Only 
after the court enters a formal order 
approving one or more of the proposed 
plans as fair, equitable, and feasible 
may assents be sought. The approval 
order also must specify the time within 
which creditors and stockholders af- 
fected may accept. 

Before creditors and stockholders 
may be asked to assent, furthermore, 
they are to receive from the trustee a 
copy of the plan or plans, any opinion 
of the judge with regard to it, any re- 
port upon the plan by the SEC and any 
























other matter that the court deems 
necessary or desirable for their infor- 
mation. This provision is part of an 
effort to apply the principle of an “in- 
formed democracy” to reorganizations. 
Any assent obtained before such infor- 
mation has been sent to creditors and 
stockholders is invalid. Furthermore, 
if acceptance or rejection of a plan by 
any creditor or stockholder is held not 
to be in good faith, the judge may 
direct that such holdings shall not be 
counted in determining whether two- 
thirds of each class of creditors and 
holders of a majority of each class of 
stock affected approves the plan. 

A very interesting innovation in the 
new law is the provision that in con- 
firming a plan of reorganization the 
judge shall pass specifically upon the 
management of the reorganized con- 
cern. The identity, qualifications, and 
afhliations of directors, officers, and vot- 
ing trustees who are to manage the 
enterprise must be disclosed, and the 
judge must find that their appointment 
is “equitable, compatible with the in- 
terests of the creditors and stockholders, 
and consistent with public policy.” 

Additional restrictions are also im- 
posed in the new law upon compensa- 


tion and allowances to those who have 
participated in the reorganization. 
Persons seeking allowances must file 
with the court a sworn statement show- 
ing what trading they did in securities 
of the debtor after the initiation of the 


proceeding. Those acting in a repre- 
sentative or fiduciary capacity will not 
be allowed compensation if they in- 
dulged in such trading. 

The Chandler Act extends to all re- 
organizations certain of the restrictions 
which have applied to protective com- 
mittees in railroad reorganizations 
under Section 77. Similarly, it imposes 
a measure of control over indenture 
trustees. 


Representatives 


Every person or committee represent- 
ing more than 12 creditors or stock- 
holders and every indenture trustee is 
required to file with the court a state- 
ment comprising a copy of the legal 
instrument under which they act, the 
circumstances under which they serve, 
and the amount of claims or stock 
owned during the pendency of the pro- 
ceeding. Members of a protective com- 
mittee must either aver that they 
acquired their holdings in the enter- 
prise more than one year before the 
filing of the petition or give the date 
of acquisition. 

These provisions are quite simple 
and mild as compared with two other 
bills, the Lea bill governing protective 
committees and the Barkley bill appli- 
cable to indenture trustees, which were 
introduced in Congress under the spon- 
sorship of the SEC. These failed of 
enactment at the last session, but are 
still being actively pushed. 









The new Chapter XI of the Bank- 
ruptcy Act takes the place of the old 
Sections 12 and 74, covering composi- 
tion settlements. 

Both individuals and corporations 
may utilize the new arrangement pro- 
cedure, which is designed primarily 
for smaller concerns. In the case of 
small enterprises Section 77-B gave rise 
to dissatisfaction on the ground that 
the complex procedure provided was 
not applicable, and judicial supervision 
became perfunctory. Arrangements 
under Chapter XI permit the debtor 
to remain in possession, apply to all 
unsecured debts and executory con- 
tracts, and provide that plans shall go 
into effect on the approval of a ma- 
jority in number and amount of each 
class of creditors affected. No pro- 
vision is made for changes in status 
of the various classes of stockholders. 

The new Chapter XII, applicable to 
real property arrangements by persons 
other than corporations, aims to give 
the same relief to individual debtors 
as is available to corporations under 
Chapter X. It will be most useful in 
the Chicago metropolitan area, where 
individuals commonly have been the 
principal obligors on bond issues se- 
cured by trust deeds. Chapter XIII, 
concerned with wage-earner plans, per- 
mits those earning $3,600 or less to 
arrange for the orderly liquidation of 
indebtedness by gradual payments to 
be made out of future earnings. 
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DAVID AND GOLIATH— 
BUSINESS TRENDS BY SIZE 


A description of the scope and procedure of the survey together with sections on sales, 
inventories, receivables, and credit terms appeared in the May, 1935, Dun’s REviEw. 


HE relative virtues of the big and 

little fellow were an indestructible 
subject of argument long before some 
clever publicist saw the news value in 
the sling-shot victory and preserved it 
for posterity. The comparative com- 
petence of business enterprises of dif- 
ferent size is appraised by the cracker- 
barrel forum in much the same terms 
as the qualities of a prize fighter. When 
is the little man’s agility more helpful 
than the big man’s weight? Who can 
stand more punishment? 

The Dun & Brapstreet Survey of 
Business Trends, based on an extensive 
sample of some 28,000 concerns doing 
over $22.6 billion worth of business in 
1937, permits a comparison of the 
trends of sales and inventories among 
the large, medium-sized, and small con- 
cerns in a variety of industries and 
The heights and weights of 
the fighters, with their posed pictures, 
have been published before. The rela- 
tive importance of various sizes of busi- 
ness enterprise has been available for 
some years in terms of census figures 
on the number and sales volume of 
enterprises by size groups. The present 
Survey is an attempt to give a moving 
picture of them in action from 1935 
through 1937, inclusive, during most 
of which time business was on the 
upgrade. The analysis is based on the 
net changes in sales from 1935 to 1937 


trades. 


1A description of the sample of reporting concerns 
appears on page 29 of the May, 1938, Dun’s Review, 


together with comparative census figures so that the 
degree of representation can be seen. 





and in inventories from the close of 
1935 to the close of 1937. 

At first glance, the results of the 
elaborate and prolonged tabulation 
process seemed to be zero. There was 
no neat pattern which was immediately 
cbvious. But the tables turned out to 





SCACHERI FROM TRIANGLE 


be like the “Find six heads concealed 
in this drawing” puzzles—there were 
conclusions hidden away which be- 
came evident after careful study. Look- 
ing at commercial business as a whole, 
it appears that small business had the 
best records of sales increase. Of course, 
individual trades and industries consti- 
tute numerous exceptions, to be dis- 
cussed below. The tendency for sales 
to advance more rapidly in small enter- 
prises than large is most clearly demon- 
strated in retailing and almost as 
definitely in wholesaling. Here the 
summaries for all trades show a steady 
progression with large enterprises hav- 
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ing the poorest record, the middle-sized 
concerns showing up much better, and 
the smallest enterprises appearing most 
consistently above the trade average. 

The manufacturing picture does not 
follow exactly this same pattern. Here 
again the two smallest groups were 
most frequently above the average in 
sales increase. However, next come the 
two groups of largest enterprises, and 
the poorest showing is made by the 
middle-size groups. - 

The inventory picture is not quite so 
consistent, yet its summaries do show 
clear-cut tendencies. Retail inventories 
kept in fairly close step with sales in- 
creases and the small concerns with the 
sharpest sales growth also reported the 
largest additions to their inventory. 
Among wholesalers, no one size group 
clearly achieved the doubtful honor of 
accumulating the most inventory. 
There is some slight evidence that the 
large and small wholesale concerns had 
invested most heavily, while the 
medium-size groups (annual sales 
$100,000-$300,000) ended the period 
with the least increase of inventory. 

In manufacturing it is evident that 
inventory increases were most fre- 
quently above average for the largest 
concerns. The middle-sized enter- 
prises, where sales increases were least, 
showed the least tendency to increase 
inventory. Contrary to the retailing 
picture, the smallest enterprises, even 
though they were above average in 
sales advance, reported more industries 








(Each dot indicates one store. 
chart indicate cases beyond t 








serve to show the variety of individual experience which is concealed by 
averages. Each dot represents the experience of one retailer, its height 
from the bottom of the chart indicating his rate of sales increase from 
1935 to 1937, while its distance from the left edge is proportional to the 
size of the store as determined by 1935 sales volume. 


Thus, if practically all large stores had built sales volume more rapidly 
than the small ones, the dots would resemble a negative photograph of 
the “milky way,” congregating in a broad diagonal path from the Jower 
left corner of the diagram uphill to the top right corner. This obviously 
is not the case, moreover, the growth tendency in favor of small concerns, 
discussed in the accompanying article, is here almost indiscernible because 
of the wide scatter of individual cases. 

In the Furniture Trade, as can be seen from table III, the smallest con- 
cerns enjoyed the greatest average growth from 1935 to 1937, and the 
largest concerns gained the least. All three size groups of stores above 
the $50,000 sales level averaged less rapid growth than the trade as a 
whole, while the averages of the four size groups of smaller stores were 
more favorable. 

The other trade, Women’s Clothing and Accessories, was picked from 
table III as having one of the least logical histories among the retail lines 
examined. The extreme size groups, very large and very small, registered 
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SALES VOLUME 1935 — 
THE TWO SCATTER diagrams presented on this page and on page 16 


strong sales increases, while the groups of medium-sized stores lagged. 


At first glance these two detailed maps of individual experience look 
much alike, but on closer examination the difference begins to show in 
relation to the average growth levels. In the furniture trade the weighted 
average sales increase from 1935 to 1937 was 36 per cent; for independent 
Women’s Clothing Stores, 28 per cent. At the left of the Retail Furniture 
diagram, more dots appear above than below this level, reflecting the favor- 
able experience of small stores. The converse is true at the right. 


The dots on the Retail Women’s Clothing and Accessories diagram could 
hardly have landed in a more random pattern if they had been fired from 
a shot-gun. The better than average sales trend among the smallest stores 
is the result of stout gains by relatively few stores rather than a mass up- 
ward movement of all sales records. The same was true among the large 
concerns in the group at the right of the chart. 


The degree of scatter of the dots in these diagrams may be taken as 
evidence that size is far from being the outstanding governing factor—or 
even a major one—in the fortunes of business enterprise. We have singled 
out the size factor—and by a sort of double distillation through percentages 
into plus and minus signs, we have found that from 1935-1937 the little 
fellow had a slight advantage. That must not obscure the fact that other 
factors—such as the retailer's ability and local business conditions—have 
several times as much influence on his horoscope. 





where the inventory increase was below 
average than above. 

This difference in the degree of con- 
sistency in the behavior of sales and 
that of inventories reflects differences 
in the causes which govern them. Cer- 
tainly sales volume in any trade as a 
whole is predetermined largely by the 
purchasing power of its customers dur- 
ing the period studied. Two merchants 
in the same trade serving the same 
general market and type of clientele 
commonly have similar sales increases 
or decreases unless their merchandising 
and selling policies differ vastly. But 
inventories at the close of 1937 repre- 
sented the composite free-will judg- 
ment of the business men in each trade 
as to what their customers’ purchasing 
power would be in the future. These 
inventory judgments vary more widely 
than the sales history on which they 
were based, just as the height of corn- 
stalks in a garden varies even when 
there is little difference in the dimen- 
sions of the seed. 

To simplify the picture, and to avoid 
the appearance of exact accuracy given 
by digits with decimals, the results are 
presented in the tables in relative sym- 
bols. As was shown in Section I of 
the Survey, in the May, 1938, Dun’s 
Review, sales increases over the two- 
year period ranged all the way from 2 
per cent up to about 100 per cent for 
the various trades and industries. The 
measure of the behavior of the enter- 
prises in each size group is found by 
a comparison with the average for the 
same trade or industry as a whole. If 
sales increased more than the average, 
this favorable bit of evidence is indi- 
cated by a plus sign; if less than the 
average, by a minus sign. In each in- 
dustry, the size group with the great- 
est increase is indicated by a plus sign 
within a circle and the least increase 
by a circled minus sign. For each of 
the three main fields of business under 
study, the number of plus and minus 
signs and the number of extreme ten- 
dencies are summarized at the bottom 
of the table and form the basis of the 
generalizations already made. 


Among the well-known arguments 
about big industry we find lines of 
reasoning which are diametrically op- 
posed yet sound equally logical. It has 
been said that when times are bad and 
only a limited amount of business is 
available, it is impossible for the huge 
corporations in certain industries to lo- 
cate enough sales to maintain opera- 
tions at a profitable level, while the 
little fellow with his smaller capacity 
may still be able to scrape up a satis- 
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factory amount of grist for his mill. 
This is further supported by the argu- 
ment that the large enterprise is less 
apt to cut prices than the small one. 
And then it is added that the small 
man is more flexible, and can take ad- 
vantage of any favorable situation more 
readily than the large. These argu- 
ments lead to the conclusions that the 
small man would maintain operation 
more successfully in depressed times, 
and therefore would not advance at 
the same rate as the large when con- 
ditions improved. 

Others do not vary their analysis 
with business conditions, but merely 
insist that large enterprises are more 
effective under modern conditions, and 
are steadily overwhelming their smaller 
competitors. With their more elabo- 
rate selling methods, their research fa- 
cilities, their bargaining power, and 
their prestige they could be expected 
to capture an increasing share of the 
national market. 

Arm-chair rationalization has led 
less often to the conclusion that one 
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might expect small enterprises to move 
ahead faster in periods of rising busi- 
ness activity. However, there are those 
who feel that size necessarily involves 
clumsiness and confusion, and that the 
large enterprise must operate on fairly 
well standardized lines, losing that 
flexibility which permits rapid adjust- 
ment to the wishes of the consumers of 
its products. They also insist that the 
small enterprise has a tremendous asset 
in the personal contacts and special 
services which it can offer in contrast 
to its larger competitors. Furthermore, 
there is one interesting special case 
presented in connection with trade- 
marked and advertised products. It is 
said that anyone can sell a “gyp” item 
when times are good and a large num- 
ber of new dealers are looking for a 
competitive low-priced line. But dur- 
ing the 1929-1933 depression many of 
these unstable dealers disappeared 
while the well-established retailers 
hung on to tried and reliable lines. As 
a result, the well-known makers ob- 
tained a larger percentage of the total 
business in poor times. But in a rising 
market, these smaller enterprises re- 
appear. Logic, especially these conflict- 
ing logics, needs supporting facts. The 
Survey data show that industries do not 
fall into any such convenient pattern, 
giving complete support to either view, 
except to discredit the proposition that 
big business is overwhelming the small 
enterprise. 

In the matter of inventories it is 
argued that the large concern with 
management competent to interpret 
price trends and economic background 
is less likely to be caught with excess 
inventory at the turn of the business 
cycle than the small concern. Cyni- 
cally, but with equal force, some ob- 
servers say that the large concern is 
more likely to have surplus working 
capital available or a long enough line 
of bank credit to attempt commodity 
speculation in raw material require- 
ments; and by the same token, is more 
likely to be left holding the bag for the 
professional speculator. Again, the 
Survey of Business Trends shows that 
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neither of these is universally true. 
Manufacturers’ Sales 


In 18 out of 37 manufacturing indus- 
tries, small concerns with sales of less 
than $50,000 in 1935 reported the great- 
est sales increase. None of the larger 
size groups claimed this prize in more 
than six instances, and in only one in- 
dustry—Drugs and Cosmetics—did the 
largest concerns (over $10,000,000 sales) 
report the greatest percentage increases. 
However, the converse of this does not 
hold completely true. The instances of 
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extremely low sales increases in com- 
parison with their respective industries 
were spread among the medium sizes 
of concerns with sales between $100,000 
and $1,000,000. 

When all of the plus and minus signs 
rather than the extreme tendencies are 
summarized, much the same observa- 
tion holds true. A greater number of 
plus cases than minus is to be expected, 
since a few large concerns with less 
than average sales increases were sufh- 
cient to balance off, in the dollar aver- 


ages, the greater increases of several 
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size groups of smaller concerns. This 
stands out in such industries as: 


Automotive Accessories and Parts 

Dairy Products 

Furniture 

Iron and Steel Products 

Jewelry 

Meat Packing 

Conversely, the apparent successful 

era enjoyed by a few large machinery 
manufacturers in two size groups bal- 
anced off the less favorable experience 
of the five smaller sizes of concerns, 
and a similar situation appears in the 
Drug, Publishing, and Printing lines. 












If this tabulation of manu- 
facturers were based on a 
larger sample of concerns in 
each line, such as is available 
in retail trades, the sequence 
: of plus and minus marks 
within each trade would 
more frequently follow an 
orderly progression with all 
the plus marks at one end of 
the scale and all the minus 
; at the other. The Dairy 
: Products, Iron and Steel 
Products, Automotive Acces- 
sories, Jewelry, and Meat 
Packing industries appear to 
& be the only instances where 
good fortune was distributed 
with completely consistent 
partiality in favor of the 
smaller enterprises. The 
: sales story is convincingly in 
favor of small enterprises, 

even though not thoroughly 

consistent, in: 














Fruit and Vegetable Canning 
Furniture 

Miscellaneous Food Manufacturing 
Miscellaneous Textile Products 
Shoes 

Stone and Stone Products 









Conversely the sales his- 
tories of the Drug and Cos- 
metic and the Miscellaneous 
Machinery lines show an 
equally consistent progres- 
sion in favor of the large 
enterprises. The large enter- 
prises fared unmistakably 
better than the small in: 











Machine Shops 

Newspaper Publishing 

Paper and Paper Products (except 
boxes) 

Printing and Binding 








Manufacturers’ 
Inventories 






In 18 out of 32 instances 
the largest increase in inven- 
tory is reported by the groups 
of concerns with sales above 
$1,000,000. The minimum 
increases were registered 
most frequently by manufac- 
turing concerns with sales 
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I. MaANuFAcTuRERS’ SALES AND INVENTORY TRENDS, 1935-19375 
BY SIZE OF CONCERN 


Key To SyMBOLS 
-+ Greater than average increase 
@® Greatest increase of any size 
group 

— Less than average increase 

© Least increase of any size group 

Absence of symbol indicates sample 
— too small for computation 


MANUFACTURING INDUSTRIES 


FOOD 

Baking . 
Confectionery 
Dairy Products. . 
Fruit and Vegetable Canning............. 
Meat Packing Erato 
Flour and Feed Milling. : : 

All Other Food Manufacturing. : 


TEXTILES AND CLOTHING 

Cotton Textiles. ... 

Men's and Boys’ Clothing and Furnishings. 

Women’s and Children’s aalahdebid and 
Accessories 

Hosiery 

Other Textiles and Textile Products... ..... 


FOREST PRODUCTS 
Lumber and Planing Mill Products. . 
Furniture 
All Other Forest Products (wood containers, 

handles, woodenware, etc.) 


PAPER, PRINTING, AND PUBLISHING 
Paper and Paper Products sheen boxes) 
Boxes, Paper p : 
Photo-engraving . .. 
Printing and Binding. . 


Newspaper Publishing “(mainly 
cerns also selling printing) 


CHEMICALS, DRUGS, AND PETROLEUM 


Chemicals and Chemical Products. . 
Drugs, Perfumes, and Cosmetics 
Paints, Varnishes, and Lacquers 


LEATHER AND LEATHER PRODUCTS 


Shoes 
Other Leather Products. 


small con- 


STONE, CLAY, AND GLASS PRODUCTS 


Stone and Stone Products 
Clay and Glass Products. . 


IRON AND STEEL PRODUCTS 
Foundries . 
Iron and Steel Products 
Hardware . . 


MACHINERY AND TRANSPORTATION 
EQUIPMENT 
Electric Appliances, Tools, 
Machine Shops........ : 
Agricultural Implements. 
All Other Machinery........ 
Automotive Accessories and Parts 


and Radios 


MISCELLANEOUS 

Non-ferrous Metal Products (including light- 
ing fixtures, brass pipe, etc., lead products) 

Jewelry, Silverware, and Jewelers’ Findings. . 


NUMBER OF INDUSTRIES where the in- 

dicated size group reported: 
Baresi increase CG). 3. sac teens 3 
Least increase (©) 


More than average increase (@ and +) 
Less: than average increase (© and —) 
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Groups BY SALES VOLUME, 1935 
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A = Over $10,000,000 

B = $1,000,000 to $10,000,000 

C = $500,000 to $1,000,000 

D = $200,000 to $500,000 

E = $100,000 to $200,000 

F = $50,000 to $100,000 

G = Less than $50,000 

TRENDS, RELATIVE TO THE INDUSTRY AVERAGE 

SALES INVENTORIES 
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ranging between $100,000 and $200,000 
—14 cases out of 32 industries analyzed. 
When all of the plus and minus sym- 
bols are summarized, the picture is 
similar. All of the medium and small- 
size groups record a majority of in- 
stances where inventories were built 
up by less than the average increase 
for the industry. In a number of in- 
stances there is a consistent progression 
from the more than average increase 
of inventory in the larger size groups 
to less than average increases among 
the smaller concerns. Almost all of 
the industries in which the large enter- 
prises invested most heavily in inven- 
tory are makers of durable goods or 
capital goods. They are as follows: 

Agricultural Implements 

Automotive Accessories and Parts 

Chemicals and Chemical Products 

Drugs and Cosmetics 

Electrical Appliances 

Fruit and Vegetable Canning 

Furniture 

Machine Shops 

Miscellaneous Machinery 

Miscellaneous Textile Products 

Other Forest Products 

Paper and Paper Products 

In eight other industries, the tend- 
ency for the large concerns to report 
the heaviest inventory growth is almost 
as consistent. 

On the other hand, in only three lines 
was there a consistent tendency for the 
large concerns to build up inventory by 
less than the average while the small 
enterprises accumulated at more than 
the average rate. These are: 

Baking 
Hosiery 
Jewelry 

As has been shown above, the inven- 
tory record for manufacturing as a 
whole does not support the idea that 
sales and inventory move closely to- 
gether. Two industries are marked 
exceptions in that every size group 
which enjoyed more than average sales 
increase also accumulated more than 
average additional inventory and vice 
versa. These industries were: 

Drugs and Cosmetics 

Miscellaneous Machinery 

In the following other lines there was 
substantially as great a degree of agree- 
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ment between both sales and inventory : 


Hosiery Machine Shops 
Jewelry Stone Products 
Women’s Clothing 
On the other hand, a striking extent 
of disagreement between sales expe- 
rience and inventory policy appears 
among the various size groups of con- 
cerns in the following lines: 
Automobile Accessories 


Chemicals 
Iron and Steel Products 
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Predictions of expected sales, rather 
than sales as they actually developed, 
were evidently the primary basis of 
inventory policy in the majority of 
industries. 


Wholesalers’ Sales 


Small wholesalers with an annual 
volume between $10,000 and $50,000 
most frequently led the sales parade— 
$ instances out of 20 trades analyzed. 
The very. large wholesalers, with a vol- 
ume of more than $500,000, seldom 
registered the extreme high or low of 
sales change, but they were more fre- 
quently below the average for their 
respective trades than any other size 
group. 

Least sales increases in 12 out of 20 
trades were recorded by the whole- 
salers in the volume range between 
$200,000 and $500,000. At the other 
extreme the small houses with sales 
volume of less than $100,000 are most 
frequently above the average in sales 
gain. 

A consistent sales record in favor of 
smaller houses with gains above aver- 
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age appears in the following trades: 


Automotive Equipment 

Confectionery 

Dairy Products 

Groceries 

Machinery 

Produce 

In the Hardware, Plumbing, and 

Food Specialty lines the advantage is 
almost as consistently in favor of the 
smaller houses. Only in Petroleum 
and Electrical wholesaling did the large 


houses appear to have the advantage. 


Wholesalers’ Stocks 


Looking at wholesaling in the large, 
the accumulation of inventories at 
more than the average rate was not the 
exclusive policy of any one size group. 
But it does appear that medium-size 
houses, in the range between $100,000 
and $300,000 sales, least frequently ac- 
cumulated excess inventory. Only in 
Furniture and House Furnishings (a 
relatively small wholesale trade) is 
there a totally consistent progression 
from heavy inventory additions by the 
large concerns to small additions by the 
small concerns, though a noticeable 
tendency in that direction appears in 
the Food Specialty, Machinery, and 
Miscellaneous Supply lines. 

In the opposite direction, there was 
some consistent tendency for the small 
concerns to show the largest inventory 
accumulation in the following trades: 

Clothing and Furnishings 
Confectionery 

Dairy Products 

Drugs 

Paper 

Plumbing Supplies and Heating 

The behavior of inventories among 
these size groups of wholesalers does 
not agree with sales trends to any strik- 
ing extent except in these trades: 


Electrical Goods 
Hardware 


Confectionery 
Dairy Products 
At the other extreme, it is noticeable 
that the large petroleum wholesalers 
whose sales increased most rapidly 
made the least additions to inventories, 
and conversely that the small petro- 
leum wholesalers added most to inven- 
tory with less than average encourage- 
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II. Wuotesacers’ Sates AND INVENTORY TRENDS, 1935-1937, 


BY SIZE OF CONCERN 


Key To SyMBOLS 
+ Greater than average increase 
@® Greatest increase of any size 
group 

— Less than average increase 

© Least increase of any size group 

Absence of symbol indicates sample 
~ too small for computation 


WHOLESALE TRADES 


FARM PRODUCTS AND FOODS 

COMMCCUODEEY ions. ak ee eel ceeuees 
Dairy Products 
GRLOCETINS ANG DACANS 5 oicic ac o.o-ccae o akine noes 
Meats and Fish. . 


Produce and Fruits. . 
Other Farin Products... . «60a. cho necec oes 


DRY GOODS AND CLOTHING 
Clothing: and Furnishings ....<. <<... 66 600s 
Dry Goods (General Line)...... 


LUMBER, BUILDING MATERIALS, AND 
HARDWARE 

Lumber, Millwork, and Building Materials. . 

Hardware .. 


CHEMICALS AND DRUGS 
Drugs 


FUELS 


Petroleum and Petroleum Products........ 


AUTOMOTIVE PRODUCTS 
Automotive Equipment 


SUPPLY HOUSES 
Plumbing and Heating Supplies........... 
Machinery and Equipment............... 
All Other Miscellaneous Supplies (including 

mining, oil-well, foundry, surgical) 


ALL OTHER 

Electrical Goods and Appliances. .......... 
Furniture and House Furnishings......... 
Paper and Paper Products. .... 2... 65.2000 
NUMBER OF TRADES where the indicated 

size group reported: 

Leargest-ancrease Gp) ) 2.0 < sewers essen we oe 
Pease ancrease COG. idence sur oss 


More than average increase (@ and +) 
Less than average increase (© and —)... 


ment from their sales records. A simi- 
lar perversity of trends appears in Auto- 
motive Equipment and Machinery. 


Independent Retailers’ Sales 


During the period from 1935 to 1937 
the record of sales increases is almost 
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cases the sales of these small 
business men grew more 
rapidly than any other size 
group of larger competitors. 
Conversely, the reasonably 
large retailers with sales 


A = Over $500,000 | 

B= $300,000 te Spennaes ranging between $100,000 

ao $00,000 to $200,000 | and $300,000 most frequent- 

Neely ap sind = it ly report the minimum sales 

G = Less than $10,000 Cr increase for any size group 
TRENDS, RELATIVE TO THE TRADE AVERAGE within their respective 


SALES 


Size Groups Size Groups 
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unanimously in favor of the small re- 
tailer. Out of 30 trades in which the 
data are available for small retailers 
with less than $10,000 annual volume, 
28 instances appear where this group 
enjoyed better than average sales 
growth. Furthermore, in 21 of the 
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trades. The very large re- 
tailers over the $300,000 mark 
appear less frequently in the 
record of extreme high or 
low sales trends, but in 11 of 
the 14 trades in which this 
large concern group could 
be analyzed their sales in- 
crease was below the average. 
No chain organization re- 
ports are included in this 
analysis, since their figures 
would confuse the experi- 
ence of large stores with that 
of large organizations. 

It is true that this record 
may be “loaded” in three 
ways. Frequently “down is 
out” and the smaller retailer 
who did not do well failed 
before the Survey found him. 
Moreover, of those who did 
survive probably the mer- 
chants who replied to the 
questionnaire represented 
better than average manage- 
ment. Finally, the nature of 
percentages helps to exag- 
gerate the good fortunes of 
the little man for it is certain- 
ly easier to add $2,000 to a 
$10,000 volume than to build 
$200,000 additional sales on 
top of a $1,000,000 volume. 

More needs to be said 
about the alleged bias be- 





cause small enterprises with unfavor- 
able experience disappear from the 
scene while large enterprises, though 
perhaps emaciated, are still present 
when the picture is taken. It is not be- 
lieved that this affects the accuracy of 
these results appreciably. Disappear- 











ances ot smail enterprises are more than 
balanced by births of new ones, since 
the business population was increasing 
during this period. Because a large 
majority of these business births and 
deaths occur in retail trade, the problem 
focuses there. If all the new retailers, 
with infinite percentage increases of 
sales and inventories—from a zero 
starting point—were included in the 
picture, the results would be even more 
in favor of the small business man. 

In spite of the other loadings, the 
record is unmistakable and indicates 
that indexes of retailing which lack an 
adequate sample of small stores cannot 
hope to reflect conditions truly. It is 
just as likely that the sales volume of 
these small retailers goes down more 
rapidly than the average in bad times, 
as it is that they increased their relative 
share of the consumer’s dollar in the 
three years analyzed here. 

In 24 of the 31 trades there is a rea- 
sonably uniform progression from the 
larger increases enjoyed by small mer- 
chants to the smaller increases in the 
sales of large stores. In 16 of these 
instances there is no break in the line 
of minus signs until the plus signs take 
up the parade and lead it through the 
smaller size groups. 

Grocery stores, with sales growth in 
favor of the large units, offer an expe- 
rience at variance with their colleagues 
selling groceries and meats, perhaps be- 
cause the addition of meat counters in 
many chain-store systems puts at a dis- 
advantage many a retail grocer who 
does not widen his line in the equiva- 
lent manner. 


Independent Retailers’ Stocks 


Increases of inventory among re- 
tailers follow much the same pattern 
as sales increases but the tendency is 
not quite as uniform. In 21 out of 24 
trades analyzed, the smallest size 
groups recorded inventory increases 
above the average for the trade and in 
15 of these instances the increase was 
the maximum recorded by any size 
group. Minimum increases of inven- 
tory investment were most character- 
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istic of the stores selling between $100,- 
000 and $300,000 volume. 

A considerable number of the trades 
noted above as showing a clear-cut sales 
trend in favor of the small concerns 
have a parallel inventory record, with 
the smallest inventory increase in one 
of the two or three largest groups; and 
the maximum added inventory was re- 
ported by retailers with less than $20,- 
000 annual sales. The following eight 
trades show this most distinctly: 
Groccries and Meats 
House Furnishings 


Shoes 
Static ynery 


Automobile Accessories 
Drugs 
Filling Stations 
Furniture 
Almost as consistent a record of 
heavier accumulation by the small 
stores appears in: 
Coal and Other Fuel 
Country General Stores 
General Merchandise and Dry Goods 
Jewelry 
Radio and Household Appliances 
Only in the cases of Lumber and 
Building Material, and Men’s and 
Boys’ Clothing dealers was there an 
evident tendency for a large accumu- 
lation of stocks to be reported by the 
large concerns while the smaller ones 
fell below the average trend. 
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As might be expected from similar 
tendencies discussed above, a cross- 
analysis of the records of sales and in- 
ventories within each trade shows a 
number of instances where the trends 
of sales and inventories agree without 
exception in every size class. They are: 


Shoes 
Variety Stores 


Automobile Accessories 
Groceries and Meats 
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On the other hand, there are a few 
instances where the majority of size 
groups showed inventory trends en- 
tirely at variance with the sales trend. 
Notable among these are the Lumber 
and the Hardware and Farm Imple- 
ment trades. 


Conclusion 

After all the exceptions have been 
taken into account, the record seems to 
indicate that the small business man of 
the United States was taking care of 
himself competently insofar as these 
vital operating particulars are con- 
cerned during the period of improving 
business which ended in 1937. This 
can by no means be taken as an argu- 
ment that no effort should be made to 
alleviate commercial evils or to relieve 
the small business man from compe- 
tition which is palpably unfair and 
burdensome. It might, in fact, be 
argued that this demonstration of 
ability to compete goes far toward 
proving the efficiency and desirability 
of small business. To that extent it 
would be an answer to the critics who 
say that the small business man is not 
worth all this fuss and feathers. 

If the little business man is able to 
gain headway against obstacles which 
he alleges are unfair, he must be en- 
titled to a careful hearing of his griev- 
ances. But by the same token, pro- 
posals to cure his troubles by legislation 
should be supported by other argument 
than a sentimental wail that the small 
business man has lost his grip. 

The present Survey has not shown 
how the small business man fares dur- 
ing a period of down-grade business. 
It is hoped to have some information 
on that subject from future surveys. 
Our camera has not yet developed be- 
yond the stage when the old moving 
pictures jumped about on the screen 
and seemed to be drenched by a per- 
petual rainstorm. But even at this late 
date the public is coming to suspect 
that some of those old movies told an 
exciting story. 

The question of bigness enters also 
by the back door as affecting the pic- 
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ture presented by current 
reports on business trends. 
The great majority of month- 
ly and quarterly indexes of 
business conditions are neces- 
sarily based on the returns of 
a relatively few large con- 
cerns. It now appears that 
their sales record may not 
reliably indicate trends for 
the trade as a whole. This is 
particularly true of retailing. 
The large number of units 
makes it impossible to do 
more than sample the field 
and indexes are likely to be 
based on the experience of 
the larger and more success- 
ful because they are easier to 
reach and more willing to 
co-operate. It has always 
been assumed that such an 
index presented too rosy a 
picture, but the present Sur- 
vey suggests that the oppo- 
cite—possibly rank pessi- 
mism—may be expected 
from any index which does 
not reflect the smaller re- 
tailers’ fortunes, at least in a 
period of rising business ac- 
tivity. 
Certainly the findings en- 
title us to a conviction that 
the problem of big vs. little 
enterprise is not simple. 
Business cannot be studied as 
a whole with a fine disregard 
of differences. Even such a 
rough measure as was used 
in this study discloses no 
simple or neat pattern, but a 
variety of designs in the rec- 
ord. And within the groups 
here pictured, even wider 
differences would prevail if 
one examined the individual 
cases. But regardless of the 
scatter of the enterprises, the 
underlying tendency is clear 
that, at least in this period, 
David held his own with 
Goliath, and perhaps even 
won the round on points. 
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RETAIL TRADES 


FOOD 


Groceries 


Groceries and Meat.............. 
MPAie GUE PAS ns os eee cs a 


Bakeries 


Other Font Stakes: ie coc ccse. 


FARM SUPPLIES, GENERAL STORES 


(See also Lumber and Hardware 


Country General Stores 


Farmers’ Supply Stores........... 


Group) 


GENERAL MERCHANDISE GROUP 
General Merchandise and Dry Goods Stores. 
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APPAREL 


Men’s and Boys’ Clothing and Furnishings. . 


Family Clothing, including Children’s Shops 


Shoes . 


FURNITURE AND HOUSE FURNISHINGS 
House Furnishings and Floor Coverings... . 


Gas 


Radios, Electric and 
pliances 
Furniture 


Household 


Ap- 


LUMBER, BUILDING MATERIALS, AND 


HARDWARE 
Lumber and Building Materials 
Paint, Wallpaper, and Glass. . 
Hardware . . 
Hardware and Farm Implements. . 
Farm Implements . 


AUTOMOTIVE PRODUCTS 
Motor Vehicle Dealers. . 
Automobile Accessories... . 
Filling Stations 


ALL OTHER 


Restaurants and Other Eating Places... . 
Drinking Places, Taverns, and Bars. . 


Drugs and Cosmetics ey 

Coal and Other Fuel... . ‘ 
Nurseries and Florists. . . ay 
Jewelry 
Stationery, Books, Newsdealers. . . 


NUMBER OF TRADES where the indicated 


size group reported: 
Largest increase (@).. 
Least increase (©) 


More than average increase (@® and 


a), 


Less than average increase (© and —) 
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Groups By SALES VOLUME, 1935 


A = Over $300,000 

B = $100,000 to $300,000 
C = $50,000 to $100,000 
D = $30,000 to $50,000 

E = $20,000 to $30,000 
F = $10,000 to $20,000 
G = Less than $10,000 


TRENDS, 
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O THOSE who search for 
neatness and consistency, 
there can be nothing much more 
bewildering than the variety of 
policies which govern the rela- 
tionship of government to eco- 
nomic activity in the United 
States at the present time. A 
hundred years ago, there was 
a single dominant principle, 
namely: that the Government 
keep its hands off economic 
affairs. The common law pro- 
vided a few simple rules of 
morality for the business man. 
Economic adjustments were ac- 
complished through the opera- 
tion of competition and the 
market place. The shortness of 
the list of exceptions would have 
clearly demonstrated the univer- 
sal character of the general rule. 
Today no similar brief state- 
ment can possibly be made, ex- 
cept that we have frequently 
departed from the old principle. 
Our departures show wide differences 
in character and degree. In the field 
of agriculture we are rapidly becoming 
accustomed to the exercise of Govern- 
ment control over production. Legis- 
lation has smoothed the way for the 
development of of ganization (com- 
binations) in the field of labor, as well 
as established lower and upper limits 
to the competitive determination of 
wages and hours. As for commodity 
prices, legal limits are established on 
price differentials, and resale price 
maintenance opens the way for con- 
trol over retail prices by others than 
the retailers, even when they have 
paid for the commodities which they 
offer for sale. As far as railroads 
are concerned, Congress appears to 


DISTRUSTING THE ANTI-TRUST LAWS 
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have been willing to establish restric- 
tions on freedom of choice at many 
points, but is momentarily unwilling 
to give assistance which would avoid 
bankruptcy, which part of the com- 
petitive process of regulation is there- 
fore allowed to remain. 


Government Aid 


In the less controlled area of industry, 
the Government is assisting enterprises 
to survive by special machinery for the 
extension of credit. The interest rate 
is no longer determined by the demand 
and supply of private capital. Con- 
struction of new housing is encour- 
aged by various forms of Government 
aid. Certainly these and many other 
illustrations can be taken to demon- 


strate a modification, if not a 
revolution, in national policy. 
The change does not appear to 
be of any single type, but rather 
to be a process of adaptation 
to the particular economic prob- 
lem under consideration. 

It is in the general field of 
business operation—manufac- 
turing, wholesaling, retailing, 
and the like—that public policy 
for very nearly 50 years has 
avowedly been directed toward 
the preservation of competition. 
Monopoly, combinations, and 
conspiracies “in restraint of 
trade” have been forbidden 
by the anti-trust laws. As 
every one knows, these laws 
have had a varied history with 
periods of vigorous enforce- 
ment and others when they have 
been relatively inactive. The 
courts have added their bit to 
the erratic record. Because it 
is a matter of definite documen- 
tation, the legal history had been thor- 
oughly explored by many authors, but 
the economic effects of these laws 
are still a matter of controversy. As 
it is with all laws intended to deter 
men from action, it is impossible 
to know to what extent acts have 
been prevented which might other- 
wise have taken place. At any rate, 
it is obvious that the legislation has 
not checked the growth of large 
enterprises and that the competition 
which now exists in many lines does 
not take the form which prevailed 
when industry consisted of a large 
number of small units. The court de- 
cisions have followed a line such that 
the laws have concerned themselves 
much more with business behavior 
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than with the actual structure of in- 
dustry. 

The exact boundaries where the 
anti-trust laws forbid co-operation 
among members of an industry have 
never been clear. Nevertheless, there 
has gradually emerged from the court 
decisions the doctrine that certain 
types of co-operative action are banned 
—agreements as to prices, control over 
production, and the allocation of mar- 
kets, for example. During the years 
of deepening depression there was an 
increasing belief particularly in the 
business world that this inability of an 
industry to face its price, production, 
and marketing problems as a unit, 
and deal with them as a unit, was a 
contributing factor to the failure of our 
system to correct its maladjustments. 
Competition not only tended to carry 
the downward trend of wages and 
prices to extremes, but standards of 
business practice tended to sink to the 
level set by the lowest competitor. 


An Extraordinary Experiment 


The NRA was enacted as the answer 
to this situation. It was an extraordi- 
nary experiment, both as to scale of its 
endeavors and the width of the breach 
with old policies. It permitted, in fact 
it almost required, industries to take 
co-operative action. It will be under- 
stood, of course, that the state of busi- 
ness and the emergency were in part 
responsible for the degree of enthu- 
siasm with which business entered on 
its Great Adventure. 

It is perhaps important to note here 
that the NRA procedure should not 
be described as an abrogation of all 
control over business. It was not, in 
theory at least, the abandonment of 
competitive controls without the sub- 
stitution of other forms. Presumably 
the Government guarded the codes of 
fair competition to keep them within 
the public interest. Industrialists were 
allowed to make their proposals for 
code provisions as also could labor and 
consumers. However, Government 
authorization was required, and the 
codes usually provided continuing ob- 
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servation of questionable practices. 
The participation by Government was 
not always skillful or competent, nor 
did industry always make wise use of 
the new procedure. However, the fact 
remains that the approach represented 
a major experiment in a new and 
much more intimate form of govern- 
ment and industry relationship. 


Residual Effects 


No one will ever know whether the 
NRA, if given sufficient time, would 
have gone to its complete destruction 
or would have evolved into a useful 
and effective institution. The Supreme 
Court ended the experiment with final- 
ity, and we returned automatically 
to the old anti-trust law legal status. 
However, the two years of the Blue 
Eagle could not help but leave a defi- 
nite mark. New associations had been 
formed, industries had discussed prob- 
lems together, and in general business 
men had been encouraged to think of 
their economic difficulties as matters 
which might be dealt with by human 
ingenuity rather than by the automatic 
operation of the market place. Its 
residual effects could not help but 
make even more unreal the simple 
concept of competition as economic 
planner and controller. 

This first effort to find a way of 
dealing with industrial maladjustments 
having proved unconstitutional, the 
Administration fell back on the tra- 
ditional approach, that of giving 
Government support to competition. 
Despite pronouncements from the De- 
partment of Justice as to the difficulty 
of proving violations of the anti-trust 
laws as well as limitations of funds 
and personnel, it adopted a policy of 
selecting “for intensive investigation 
those complaints which show the most 
flagrant cases of anti-trust violation and 
in which the most public interest is 
involved.” Following this program 
action has been or is being taken against 
the oil, aluminum, automobile financ- 
ing, motion picture, telegraph, cement, 
and rubber tire industries. 

After a period of inactivity during 
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NRA, the Federal Trade Commission, 
likewise an enforcing agency of these 
laws, has been extremely active in 
bringing action against associations or 
industry groups where it has found 
price or marketing controls to exist. 
These new bursts of activity have not 
moved far enough in the courts as yet 
to have made clear what the attitude 
of the present Supreme Court is on the 
anti-trust problem. Likewise, it is not 
possible to determine what its effect 
has been on the business community 
except to increase greatly its contribu- 
tions to the support of the legal pro- 
fession. Even its most ardent sponsors 
do not appear to feel that this approach, 
i.e., the vigorous prosecution of the 
anti-trust laws in their present form, 


can be accepted as more than a tem- 


porary policy. 
Committee of 12 


This brings us then to the latest act 
in the drama—the resolution establish- 
ing a committee of 12 (plus an execu- 
tive secretary, or coordinator) to 
consider the concentration of economic 
power, the decline of competition, the 
character of the existing price system, 
and various other related problems, 
such as patents and tariffs. (The resolu- 
tion creates a National Economic Com- 
mittee, but there are many competing 
labels in popular use, sach as Economic 
Investigating Committee, Monopoly 
Investigation Committee, O’Mahoney 
Monopoly Committee, and the like.) 
It was possible to get strong support 
for the establishment of this Commit- 
tee because there is such general agree- 
ment that revision of the anti-trust 
laws is necessary. The difficulties will 
emerge as it becomes clear that the 
advocates of revision have very differ- 
ent programs in mind. Some see re- 
vision as a tightening of the anti-trust 
laws, while others see it taking the 
form of a relaxation supplemented by 
increased Government participation. 
The possibilities are as numerous as the 
facts are complicated and obscure, and 
it is extremely comforting to. learn 
from the Committee’s Chairman, Sena- 








tor O'Mahoney, that its approach to 
both is to be strictly objective. 

It is too early for the Committee to 
have given any indication of the area 
which it will cover. However, it in- 
cludes experienced members of Con- 
gress and representatives of the 
executive departments where so much 
data have accumulated. The general 
subject has received more serious con- 
sideration during recent years than ever 
before, and there is a good deal of 
recent experience, both here and 
abroad, which should be valuable. Of 
course it is possible that the Committee 
may become side-tracked, or it may 
yield to the obvious temptations to cap- 
ture headlines or to keep political 
values. But the past shows many cases 
where such committees have made 
thorough studies and _ penetrating 
analyses. None has ever had a greater 
opportunity than this group of 12 men. 
Certainly the formulation of a national 
policy in this field is a matter of major 
importance. 

While the developments discussed 
above have been going on in the gen- 
eral field of industrial regulation, cer- 
tain specific problems have been 
segregated from the whole to receive 
special treatment. The coal industry, 
for example, has been removed from 
the category of general business to that 
more select group where specific con- 
trols are enforced by a Government 
commission. New restrictions have 
been placed around such industries as 
radio, airplane operation, and _inter- 
state bus operation. 


Special Legislation 


Furthermore, in the field of distribu- 
tion special legislation has been enacted, 
notably the Robinson-Patman Act and 
the Miller-Tydings Act. The Sherman 
Act was originally passed to prevent 
prices from being set too high. These 
two new laws concern themselves with 
the fact that prices can be too low. The 
Robinson-Patman Act was intended to 
prevent prices to large buyers from 
being too far below prices to smaller 


buyers. The Miller-Tydings Act was 
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intended to prevent prices in retail trade 
from being set too low by “cut-price” 
distributors. 

It is difficult to appraise the effects 
of either of these laws at the present 
time. 
they have virtually revolutionized tra- 
ditional methods of operation. On the 
other hand, not only have they met 
with economic diticulties in the recent 
period of declining sales and soft mar- 
kets, but they have not yet been sup- 
ported by any great sweep of effective 
enforcement activity. Beyond the tan- 
gible results in specific cases, undoubt- 
edly they have had considerable effect 
through indicating the nature of ap- 
proved business practice and indirectly 
have emphasized certain new con- 
siderations to be weighed by those who 
determine price policies. Their greatest 
importance for this general discussion 
lies in the fact that they are one further 
plank in the coffin of free competition 
as a regulator. 


The New Trend 


The trend away from laissez-faire is 
not limited to these six years or to this 
country. Seventeenth century regula- 
tion had gradually given way to laissez- 
faire, a policy which was perhaps most 
nearly realized at the beginning of the 
nineteenth century. Since then gov- 
ernment penetration into the economic 
process has been the basic trend. In 
many countries it has gone much far- 
ther than in the United States. Many 
students believe that this trend is inevi- 
table in modern civilization, built as 
it is on the basis of mass production, 
and in which individuals are depen- 
dent upon the smooth functioning of 
the whole structure for their livelihood. 
Monopoly and price behavior are not 
problems merely involving a few laws, 
but they inevitably raise the basic issue 
of what kind of economic system holds 
the most promise for us under modern 
conditions. Our whole economic fu- 
ture is therefore tied up in the question, 
“What modification does the twentieth 
century require of our nineteenth cen- 
tury anti-trust laws?” 


In certain industries and trades 





Av G U@ F 











OORT OE IE 32 





Saas 








—— 

















HOW BARGAINS MOVED MERCHANDISE 





WHAT A HALF-DOZEN COMPANIES DID TO GET VOLUME AT LOWER PRICES 





HE old merchandising truth that 

the public will buy when offered 
unusually attractive prices has been 
dramatically capitalized by many 
manufacturers and retailers whose 
combinedsefforts early this season 
cleared large stocks and provided new 
orders to stem the declining rate of 
factory operations. In the first six 
weeks of the Summer selling season, 
in well-publicized buying campaigns, 
retailers spent more than $13,500,000 
in the purchase of bargain offers for 
special sales; and other retailers nego- 
tiated a series of “inside deals” by which 
they achieved similar results. 

This development, which may well 
prove to have been an important factor 
in reviving the flagging volume of re- 
tail business, began with Hearn’s now- 
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Following up an announcement that it 
was prepared to spend $500,000, the 
entire buying staff of the Outlet Com- 
pany, Providence department store, 
went to New York for the higgling. 


famous “Consumers” Drive for Lower 
Prices.” The trend was manifested, as 
well, farther back in the distribution 
process, in the primary markets, where 
a large part of surplus stocks have been 
removed. 


Scoffers 


There were not a few in the primary 
markets who scoffed at the Hearn drive 
in its early stages. When this New 
York department store hired Madison 
Square Garden for a trumpeted initia- 
tion of its drive, bringing in such varied 
supporting speakers as Governor Earle 
of Pennsylvania and Mary Pickford, 
the pooh-poohs echoed through Worth 
Street and Seventh Avenue. But when 
the Hearn sale got under way there 
was general admission that the store 
had been able to buy real bargains. 
And, that the public was buying. 

Reviewing the first month of special 
promotions, Hearn executives said they 
had bought more than $5,000,000 worth 
of goods. One climax of the drive, 
which is still in progress, was a monster 
sale at Grand Central Palace, where 
the part-wool blanket stock of Cannon 
Mills was sold in two days. The store 
advertised 66,000 blankets and subse- 
quently announced they were “practi- 
cally sold out.” Shortly afterwards 
another sale, with Cannon and Pep- 
perell blankets to the number of 48,000, 
was offered at the store. Wiseacres said 
the 48,000 included a substantial left- 
over from the Cannon stock. * 

Even the dignified John Wanamaker 
store in New York, whose boast for 
years has been that it did not advertise 
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price comparisons, joined the parade, 
in its own way. Wanamaker said it 
had gone to individual manufacturers 
and pleaded for goods which could be 
sold quickly at attractive prices. Only 
regular sources were used, and Wana- 
maker did not advertise either “made- 
to-sell-for” comparisons or “regular 
value” prices. The only comparisons 
advertised were Wanamaker’s own 
previous prices and the new levels. 

The public preference for articles in 
low price ranges which became ap- 
parent in department store experience 
was heeded by other substantial buyers. 
The Read Drug Company of Phila- 
delphia placed a small blind ad on the 
business page of The New York Times 
and announced its intention to spend 
$100,000 for promotion merchandise, 
which had to be attractively priced. 
The copy gave a telephone number 
where sellers could make appoint- 
ments. In the first two hours sufficient 
appointments were arranged to keep 
seven buyers busy for ten hours on two 
successive days. 

In the following week, two other 
concerns acted similarly. United Cigar- 
Whelan Stores Corporation took over 
the mezzanine floor of the Lincoln 
Hotel (then a United Cigar property), 
where it set up a group of buyers and 
announced in one-eighth page news- 
paper copy that it would spend $5,000,- 
ooo for goods for special sales in a single 
week, instead of its usual weekly bud- 
get of $1,000,000 for all types of goods. 
At.the same time Charles Stores Com- 
pany, a dry goods and apparel chain, 
advertised for bargains in its lines and 
spent more than $250,000. 

Two other drug chains quickly fol- 
lowed suit. Cunningham Drug Com- 
pany of Detroit sent a staff of buyers to 
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New York to spend $250,000, and in 
the same week Thrifty Drug Stores of 
Los Angeles advertised for $500,000 
worth of promotion goods. These two 
tied up with joint buying offices at the 
Hotel New Yorker. Seven hundred 
salesmen called on them in two days. 

Goldblatt Brothers of Chicago sent 
its staff of 32 buyers to New York for 
two weeks to spend more than $2,000,- 
ooo for a single day’s promotion. The 
Outlet Company of Providence fol- 
lowed with an advertised buying trip. 
Buyers travelled on a special train; 
were photographed for the Providence 
press when they left and for the New 
York press while they were buying. 

Kay Jewelry Stores, operating 32 
units throughout the country, staged a 
buying session at the Hotel Astor, in 
New York, where salesmen were given 
appointments by telephone. In three 
days 80 sellers, out of 400 who had 
telephoned, were interviewed, and al- 
though better quality jewelry was 
offered only sparingly, there were sub- 
stantial purchases of glassware and 
chinaware from manufacturers who 
sought orders to keep plants running 
in the slack Summer manufacturing 
season, prior to beginning operations 
on their Christmas lines. 

A later, contrary development, how- 
ever, appeared with the placing of 
advertisements in The New York 
Times and two trade dailies by Butler 
Brothers, Chicago general wholesalers, 


who announced that they were in the 
market for millions of dollars of first 
quality merchandise at low prices, and 
asked for goods in all lines except 
groceries. 

‘Textile markets watched closely for 
results of this copy, and most traders 
expressed surprise when Butler an- 
nounced that there had been little or 
no response. The significance of this 
was immediately apparent: surpluses 
had been well removed, and prices— 
beaten to below-cost levels in the long 
period of slow trading—had reached 
bottom. That this bottom was real 
was apparent to those who recognized 
that if Butler Brothers, a house of high 
credit standing and a desirable cus- 
tomer for any producer, was unable to 
get concessions, no other distributor 
could. This may well have been one 
of the important influences which led 
to the upward movement of textile sales 
and prices which began in June. 


Experience 


Much of the activity of this period of 
buying sessions has been clouded by 
controversy, but this much seems clear: 

First, buyers for the drug chains and 
the two department stores which held 
special buying sessions interviewed a 
great many more sellers than they 
could normally visit and thus estab- 
lished contact with new merchandise 
sources. Whelan interviewed not the 
normal 200, but more than goo sales- 





To interview 900 vendors and to buy in a single week $5,000,000 worth of merchandise 
for special sales the United Cigar-Whelan Stores Corporation took over an entire hotel floor. 
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men—more than half of whom were 
representatives of producers who had 
never sold Whelan before. Some of 
them will become regular sources. 

Secondly, three distinct types of offer- 
ings appeared. There was the expected 
flood of surplus stocks, which were cut 
deeply, but which included no small 
amount of manufacturers’ mistakes. 
There were also a fair number of manu- 
facturers at each buying session who 
had accumulated no appreciable sur- 
plus, but who needed new orders to 
keep plants running or to resume oper- 
ations already reduced because of lack 
of orders. There was a sprinkling of 
new products which manufacturers had 
brought out at an unfortunate time 
and had been unable to introduce. 

Finally, products popped up which 
certain distributors had never thought 
of selling, and which the producers had 
never thought of offering to them. 

Some of the opposition which led to 
the controversy over special promotions 
was occasioned by the emphasis placed 
on price concessions. Many selling 
agents, notably in the textile fields held 
that this emphasis tended to break 
down an already weak market and 
injure those producers who had kept 
their stocks low and did not need to 
sell at distress prices. Other selling 
agents, however, said that the move- 
ment already was taking off the market 
distress goods which might have con- 
tinued to depress values for many 
weeks or even months. 

To the extent that the new push for 
low prices has cleared such stocks the 
way has been cleared for recovery. The 
argument that clearance of mill and fac- 
tory surpluses was paving the way 
seems amply borne out by the Butler 
Brothers’ experience, where there was 
a dearth of sellers ready to make fur- 
ther price concessions. 

In any case, goods have been moving 
into consumption and this activity 
seems to have played a part in break- 
ing the log-jam that was built in the 
happy days of late 1936 and early 1937, 
when every buyer was trying to beat 
the gun in fear of higher prices. 
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THE 
BUSINESS DIARY 
JUNE - 1938 


Final action on “pump-priming” and wages and hours permits weary Congress 
to adjourn—but new fields to conquer appear as Monopoly Investigation gets 
under way. . . . Stocks rebound sharply in upswing at month-end. 

Dollar suffers ups and downs in foreign markets as rumors of devaluation persist. 





















GOVERNMENT suit against Aluminum Company of America 18 Stock sales lowest in twenty vears 
launched in New York Federal Court. ve 


: jecey ; ; Bee 20 Unitep Srares indicts eighteen as foreign spies. 
Oi. companies and officials in Madison case guilty of violating 


Anti-Trust Laws fined approximatel ,000. . Mee ; 7 
a ely $400,000 RoosEvELT signs $3,753,000,000 ‘“pump-priming” bill. Wis- 


21 consin Supreme Court holds “little TVA” constitutional, but cur- 


Riot halts Thomas speech in Newark. tails power to use State funds. 


FTC reports eight largest farm implement concerns dominate NLRB authorizes CIO control of all West Coast longshoremen. 
industry. Railroad trainmen authorize strike call if 15 per cent ye. Chandler-O’Mahoney Bankruptcy Act becomes law. President 
wage cut becomes effective. names nine to investigate industrial and labor conditions in Great 


Britain and Sweden. Louis knocks out Schmeling in first round. 


PRESIDENT signs executive order extending life of National i ” 
Emergency Council to June 30, 1939. 23 Mosr vigorous trading of year on Stock Exchange. 

U. S. Sree subsidiaries cut prices. President issues executive 
orders extending civil service to all Federal jobs except those of 
highest policy makers. 


oN WW Bf NO = 


FEDERAL court in Philadelphia bars pickets after NLRB assumes 
jurisdiction in dispute. 24 


13 Ratt legislation dropped as Congress speeds adjournment. 25 Wace and Hour Bill made law. Stocks continue to rise. 
WPA announces it will spend $10,000,000 for factory clothing 26 WPA raises wages in thirteen Southern States on Presidential 
14 surplus. Senate and House adopt compromise report on Wage order. 


and Hour Bill. 
Foop and Drug Bill signed. ICC grants Pullman Company 5 per 


15 VanDER MEER excites baseball world by pitching second no-hit 27 cent rate increase. Representative Bertrand H. Snell, Republican 
game. House leader, announces retirement. 


28 $386,500,000 Flood Control measure signed. 


$12,000,000,000 Congress adjourns. President signs resolution for 
investigation of monopolies. Senate joins House in overriding 


16 veto of farm interest reduction. Streamline Century and Broad- 29 Stocks hit highest level since November 1. 
way Limited make first New York-Chicago runs in sixteen hours. 
Reich repudiates Austrian debts. PENNSYLVANIA Supreme Court voids 44-hour week work law. 


30 William McChesney Martin, Jr. named first paid president of 
17 SENATOR Royal S. Copeland dies. United States insists Reich New York Stock Exchange. United States, Britain, and France 
assume Austrian debts. revise naval accord; 45,000-ton ceiling set. 
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THE TREND OF BUSINESS 


: + LRADE.... .... FINANCE 


PRODUCTION . 


. - PRICES . 


Indications that reduced inventories were at last beginning to 
tell on the trend of prices and production in important lines 
made business reports for June and early July the most cheerful 
in many months. Construction continued in an uptrend. Buy- 
ing in primary and consumer markets increased, and stock and 
commodity prices made substantial gains. 


HE close of the first half of 1937 
was more auspicious than its open- 
ing. Reports on business trends for 
late July and early August contained 
the largest number of factors for the 
favorable side of the ledger in many 
months. 
Important among these was a shift 
in the “intangible” account from the 
debit to the credit side of the balance 


Industrial Production 
Federal Reserve Board Adjusted Index 


1923-1925 = 100 

1935 1936 1937 1938 
January 90 97 Ig 80 
February 90 94 116 79 
March 88 93 118 79 
April 86 101 118 77 
May 85 101 118 76 
June 87 104 114 76° 
July 86 108 114 
August 88 108 117 
September gl 109 1 
October 95 110 103. 
November 96 114 89 
December 101 121 84 




















* Estimated. 
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sheet. Business confidence took an 
about-face, boosting stock and com- 
modity prices, and causing an upturn 
in orders in some industries where con- 
traction of no greater than seasonal pro- 
portions had been the most hoped for. 

Those who looked behind the stock 
price movement for an explanation of 
the sharp upswing were inclined.to the 
opinion that the change in sentiment 
was based on expectations of what is 
to come rather than on evidence of 
what has already occurred. If this is 


lines—mainly consumer goods—which 
for some time have been operating at 
low levels, meanwhile enjoying a fairly 
well-sustained rate of consumption. 

Large rayon producers reported an 
increase in orders in early July—and 
more for future delivery. Domestic 
cotton consumption in June amounted 
to 443,000 bales, or 17,000 more than in 
May, and July brought scattered re- 
ports of increased mill employment in 
response to an upturn in the volume 
of orders. Woolen mills in June in- 
creased operations 15 per cent over 
May, and looked towards a further im- 
provement resulting from a WPA pur- 
chase of $13,000,000 worth of women’s 
and men’s apparel from overstocked 
manufacturers. In the shoe and leather 
trade, there was enthusiasm over the 
rise in prices and the larger-than- 
expected volume of orders. 

In heavy industry, there were fewer 
signs of an encouraging nature. Daily 


Factory Payrolls 


U.S.B.L.S. Index 




















true, it is not the ‘first time that the 1923-1925 = 100 
: 1 1936 1937 1938 
stock market has acted as harbinger Of january | ose “ Ag 8 
. : : ere pr February 70.0 73-7 ond % =3 2 
an upturn in business activity. se ays Lig fect\ 73-2 
> 2 1e , } 1¢:9- April 75,7 79.3 # 104.9 50.7 
There were, however, some indica + a 7-3 = ag 
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tions that the more favorable turn of ee x io 
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output of pig iron during June was 
13 per cent lower than in May. Steel 
ingot operations dropped from 30 per 
cent of capacity in May to 28 per cent 
in June, the lowest rate since that re- 
corded for December, 1937. 

Steel price reductions and changes 
in basing-points announced in the lat- 
ter part of the month caused some con- 
fusion among buyers, and the trade 
was of the opinion that this unsettle- 
ment might result in a further small 
drop in operations during July. But 
after that, seasonal demand and the 
low level of consumers’ stocks were 
expected to turn the trend. Mean- 
while, the industry looked for means 
of restoring profit margins, since it 
was estimated that, with the lower 
prices, operations would be in the red 
even at a 40 to 50 per cent capacity rate. 

Both output and sales in the auto- 
mobile industry dropped more than 
seasonally from May to June. Despite 
this, there were some assurances that 
the immediate future would not be so 
black as it had been painted recently. 


Department Store Sales 
Federal Reserve Board Adjusted Index 


1923-1925 = 100 

1935 1936 1937 1938 
January 76 81 93 90 
February 77 83 8 88 
March 79 84 93 85 
April 75 84 93 83 
May 74 87 93 78 
June 79 87 93 81* 
July 80 9! 9O4 
August 97 86 92 
September 81 88 94 
October 78 go 93 oa 
November 82 94 91 
December 83 92 89 























* Preliminary. 


This more optimistic outlook was 
based on evidence that stocks in deal- 
ers’ hands had been reduced further, 
and that demand for some models had 
shown definite improvement. 

The construction industry, which 
last month was mentioned as one of 
the most promising near-term outlets 
for steel, continued to turn in good re- 
ports. Building permits for 215 cities 
(Dun & BrapstREET) were 13 per cent 
higher in June than in May; contracts 
for 37 States (F. W. Dodge) were up 
4 per cent, and the largest for any 
month this year. 


There is evidence that a good por- 
tion of this increase in volume is due 
to an uptrend in home building. Resi- 
dential contracts alone were 3 per cent 
above May in June, and only 8 per 
cent lower than last June. The FHA 
reported that the volume of home 
mortgages which it accepted for in- 
surance during June hit an all-time 
high (cf page 42). 

Despite the fact that consumer in- 
comes as yet do not register an im- 
provement, consumer buying appears 
to have spurted recently. Preliminary 
estimates put the indexes of factory 
payrolls and of total income payments 
for June slightly lower than in May, 
but the FRB adjusted index of depart- 


Wholesale Commodity Prices 


U.S BLS, Index—1926 = 100 





Apr May June July 
Week 1938 1938 1938 1938 
I %, 78.8 77-9 97-7 77-9 
Wl 78.5%, 77.8 77, 78.3 
It 78.6 Pe, 8 b, ‘i 

1e- te. 4 » GP dl 
IV 78.6 78.1 78.2 
v 78.3 


ment store sales moved up from 78 in 
May to 81 in June, and the Commerce 
Department’s adjusted index of variety 
store sales from g1 to 96. 

Comprehensive measures of demand 
in primary markets are not available, 
but it is possible to gage the general 
trend of manufacturers’ and retailers’ 
buying through such indicators as rail- 
road traffic and wholesale prices. Both 
have shown an uptrend recently. 

In the weeks ending June 25 and 
July 2, carloadings increased more than 
seasonally. In the second week the 
largest advance in any freight division 
occurred in the classification of miscel- 
laneous loadings, which is commonly 
regarded as an indicator of the move- 
ment of manufactured goods. 

Although the USBLS index fails to 
reveal any significant change in the 
trend of wholesale commodity prices 
during June and early July, other in- 
dexes, based on a smaller group of 
commodities and those relatively more 
sensitive to swings in business activity, 











moved upward almost steadily during 
this period. Moody’s spot commodity 
price index gained approximately 12 
per cent, and the Dow-Jones index of 
commodity futures 11 per cent. 

In many lines it was evident that 
the necessity of replenishing depleted 
stocks was directly responsible for the 


Industrial Stock Prices 


Dow-Jones Index (Weekly Average) 


Apr. May June July 
Week 1938 1938 1938 1938 
I 103.04 114.09 110.11 gate 28 
II 108.43 118.09 114.08 136.72 
lll 115.80 115.38 113.43 136.77 
IV 16.07 10.3% ¥35.39 
v Pee 


stiffening of demand. An illustration 
of the progress made in inventory re- 
duction since the first of the year is 
furnished by commercial loans—which 
drop off when business men dispose of 
inventories and repay debts incurred 
to buy them, at the same time declin- 
ing to take on new debts for further 
inventory investments. On July 13, this 
class of loans in reporting banks ag- 
gregated $3,885,000,000, or 16 per cent 
less than at the beginning of the year. 

Because these loans are a fair mea- 
sure of business sentiment, they are 
important figures to watch at this time. 
Although they failed to indicate that 
any significant increase in business bor- 
rowing had taken place up to mid-July, 
they did show a slowing up of the 
downward trend. Excluding the re- 
payment by U. S. Steel, the total de- 
cline in these loans during the five 
weeks ended July 13 amounted to $35,- 
000,000. This was an average weekly 
drop of $7,000,000, against an average 
weekly decrease of $24,000,000 from 
the first of the year to June 8. 

In the stock market a more abrupt 
reversal of sentiment was evident. 
While transactions during the first part 
of June were at the lowest level in 
twenty years, the volume of business 
in the last part was so heavy that total 
turnover for the month was almost 
twice as large as in May and the highest 
for any June since 1933. 
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DECREASES UNDER A YEAR AGO , 


V/ZA\0% 70 15% LY A15% TO 20% 


20% TO 25% 
[ore] 25% TO 30% =e OVER 30% 


HE month of June as a whole was not a good one for 

retail merchants. The level of the United States Trade 
Barometer, 21 per cent below June of last year and 28 per 
cent lower than the peak month of this cycle, reflected 
the severe curtailment in consumer spending which has 
occurred since the early part of 1937. 

However, though volume was low—according to the 
Barometer, the lowest since November, 1934—the month 
was not without its encouraging signs. From May to June, 
the entire drop in the trade index amounted to only one- 
tenth of a point, which was the smallest decrease in seven 
months. Life insurance sales and bank debits were higher 
than in May. New car registrations and department store 
sales were lower, but the latter decreased by less than the 
expected seasonal variation. 

Most encouraging was the evidence that during June 
a steady improvement occurred in trade—an improve- 
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TRADE DECLINE NARROWING 


The United States Trade Barometer at 74.8 (preliminary) in June was practically unchanged from 
74.9 in May. The Barometer figures are compiled by Dr. L. D. H. Weld, Director of Research, 
McCann-Erickson, Inc.; trade information 1s reported by 157 district offices of Dun & Brapstreet, INc. 


ment which was continued through the first half of July. 
This is illustrated by the progressively smaller margin 
of decline from a year ago reported for department store 
sales. In the first week of June, sales were 16 per cent 
lower than in the corresponding week of 1937, according 
to the Federal Reserve figures; by the second week of July, 
the difference had been reduced to 6 per cent. 

Reports received from Dun & Brapstreet offices in 157 
cities throughout the country confirmed this evidence of 
an uptrend in trade. More seasonable weather conditions, 
a rising stock market, and large crop yields were men- 
tioned as factors contributing to the increased buying. 
Even in those industrial centers where no change in the 
employment situation was evident, an improvement in 
sentiment was reported. Retailers remained fairly cautious 
in their commitments, but showed a greater disposition to 
contract for future requirements. 
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Regional indexes, which throw light on geographical 
differences in the timing and amount of trade changes, 
are not yet available for June. The May figures show that, 
while the buying average for the country as a whole was 
somewhat lower than in April, nine regions improved. 
There is no positive evidence, however, that the increases 
signify a turning-point in all of these regions. In only two 
cases—Salt Lake City and San Francisco—does the gain 
confirm a similar trend in the previous month. 

In the Northeast and Great Lakes regions, the May 
figures indicated a deepening depression in trade, with 
the average decline from last year amounting to 28 per 
cent. In contrast, buying in the Southeast was higher in 
May than in April, and the average drop from a year ago 
only half as large as in the Northeastern area. In the Cen- 
tral and Far West regions, the general trend continued 
slightly downward. The percentage decrease from a year 
ago in these sections ranged from 14 in Texas to 24 in 
Portland and Seattle, with the average close to 19. 


THE MAP AND TABLE compare the May, 1938, indexes with those 
for the same month a year ago. In the column at the extreme right 
of the table there is indicated the relative importance of the regions: the 
figures are percentages of national retail trade from the 1935 Census of 
Business. 

THE INDEXES for the regions (charted, with U. S., from 1928, 
pages 32-353 figures for June, 1937, through May, bash ‘on page 32) are 
composites based on: bank debits (Federal Reserve Board), department 
store sales (Federal Reserve Board), new car registrations (R. L. Polk & 
Company), and life insurance sales (Life Insurance Sales Research Bureau). 
In regions 2, 3, 4, 5, and 14, wholesale sales (Department of Commerce), 
and in region 2, advertising linage (Editor and Publisher), which were 
found to make those indexes more accurate, are included. In region 15, 
department store sales have been omitted. Each index is separately adjusted 
for seasonal variation and for the number of business days in each ment. 
All are comparable. The monthly average for the five years 1928-193 
equals 100. The preliminary figure for the United States (the last al 
charted below) is computed one month before the regional figures are 
available. 

THE PARAGRAPHS printed opposite the 29 regional charts quote 
figures for May based on samples of department and retail stores report- 
ing to the Federal Reserve banks; for June and for the first half of July 
based on opinions and comments of business men in various lines of 
trade, gathered and weighed by the local Dun & BrapsTREET offices in 
making up their estimates. 
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REGIONAL TRADE BAROMETERS 


May May 1938 Retail 
. 1938 Compared with 1935 
REGION Regional May 1937 (%) Sales 
Index % 
—30 —20 -10 0 +10 
U.S. 74.9 100.0 
NEW ENGLAND 66.5 78 
NEW YORK CITY 65.1 10.3 
ALBANY AND 775 26 
SYRACUSE 
BUFFALO AND = 67.4 19 
ROCHESTER 
NORTHERN NEW 68.4 29 
JERSEY 
PHILADELPHIA 70.8 62 
PITTSBURGH 69.0 3.7 
CLEVELAND 74.0 29 
CINCINNATI AND 80.0 3.1 
COLUMBUS 
INDIANAPOLIS 81.4 26 
AND LOUISVILLE 
CHICAGO 75.3 64 
DETROIT 61.1 4.0 
MILWAUKEE 775 22 
MINNEAPOLIS — 85.2 45 
AND ST. PAUL 
IOWA AND 67.4 3.0 
NEBRASKA 
ST. LOUIS 79.0 25 
KANSAS CITY 82.7 3.6 
MARYLAND AND 88.9 38 
VIRGINIA 
NORTH AND 91.8 21 
SOUTH CAROLINA 
ATLANTA AND 93.1 35 
BIRMINGHAM 
FLORIDA 102.5 13 
MEMPHIS 80.4 15 
NEW ORLEANS 90.9 1.0 
TEXAS 99.9 45 
DENVER 91.9 13 
SALT LAKE CITY 86.6 8 
PORTLAND AND 75.2 27 
SEATTLE 
SAN FRANCISCO 84.0 3.4 
LOS ANGELES 79.8 39 
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tRAK BS 
REGION  .nccccccccccccscccccsccccce U.S I 
1937 
EE ue eba bass sacwnsvdsevewesessses 95.1 
july bb wie 6 oS 600 eb. 0c0.cn ee eee sce 6sebeue 90.2 
AU BUST 2 co ccccccccccccccccnsccccece 96.3 
September ......0.-ccccccccscessccse 93.8 
Lo Se Oe er ee 90.6 
P<. c shack ag tas bee sw- en Seta coie 92.3 
DECERDEE < Sicsccccvesccsvessenesese gl.2 
1935 
PPE GL mah eGes weensenk ay encase 84.8 76.0 
er ee ee $0.2 74.0 
MATCH oc scseccssccccceccccssesccess 79.4 79.3 
MEL 5 soe aca nwsicecbnyasebaionesis 76.7 70.4 
leans ak sana hy when pmo erklenes 74-9 66.5 
0 6): en 15 10 
1937 
EE ey ee eT ens é 84.7 91.9 
SUES ne Sb bee nk aWownd piss o=sdeen aoe &8.2 99.9 
AUBUSE 2 oo ccccceccccccensccceccccce 85.1 90.8 
September ......ccecccccccsssesccccs 83.4 90.3 
PPT RTT L TTC ee 78.5 97.2 
November ....cccccccccccccscsescsse 76.4 90.3 
December . ...ccccccccseccsccsesnces 81.4 90.0 
1938 
ee SOL Tet Cee 86.9 90.8 
February ...cccccccccccccccccccsscce 76.1 80.9 
PPT eT Tere ee 70.6 57.0 
PGT evndn cece rsuiisndecceccvvscsccss 71.4 76.9 
BERG isisavdecbacheven’s wes csoseuen es 67.4 79.0 


1. New ENGLAND 
MAY, 66.5 APR. 70.4 MAY 1937, 88.9 
May—Percentage department store sales decreases 
from previous May: Boston 9, Providence 20, New 
Haven 15. JuNe—Percentage retail trade decreases 
from previous June: Portland 20, Manchester 0, 
Boston 15, New Bedford 13, Springfield 15, Wor- 
cester 5, Providence 9, Hartford 15, New Haven 
20. Wholesale trade decreases: Portland 20, Bos- 
ton 10, Springfield 15. Payrolls and production 
below year ago. Slight uptrend in textile industry. 
Seasonal gain in shoes. Better tone prevails in in- 
dustry as some new orders are being placed for 
future delivery. Collections slow. Juty—Further 
expansion in operations of shoe and textile factories. 
Retail trade up slightly, due to increased demand 
for Summer wear and sports goods. 


3. ALBANY AND SYRACUSE 

MAY, 77.5 APR. 78.9 MAY 1937, 97.1 
May—Percentage department store sales decreases 
from previous May: Syracuse 17, Northern State 
16, Central State 19. JuNE—Percentage retail 
trade decreases from previous June: Albany 15, 
Binghamton 10, Gloversville 5, Utica 6, Syracuse 
20. Wholesale trade decreases: Albany 15, Syra- 
cuse 20. Crop prospects better than in recent 
years; prices quite good. Payrolls and production 
below year ago; some gain in month, mainly in 
shoe industries. Knit goods, rayons, and cotton 
cloth mills report increase in orders and inquiries; 
production continues low. Collections slower than 
year ago. Juty—Continued uptrend in shoe lines. 
Slight gain in retail volume; inventories mostly 
at rock bottom. 


5. NorrHern New Jersey 
MAY, 68.4 APR., 69.4 MAY 1937, 92.6 
May—Northern New Jersey department store sales 
18% below previous May. June—Newark retail 
volume 12°% below previous June; wholesale trade 
off 10%. Bank clearings 10% below year ago in 
Newark, down 30% in Northern New Jersey. Pay- 
(Continued directly opposite) 
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1936 


° 
co 


95- 
106. 


° 
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AA 
CUbRROR 


105. 


g2 
94 


95 


87. 
go. 


6 7 
9.4 97-9 
91.0 97-3 
93-3 104.2 
83.3 99-7 
83.3 92.8 
56.5 90.5 
85.3 93-5 
76.1 80.7 
72.0 78.0 
70.2 73-9 
70.2 74-3 
70.8 69.0 
21 22 
120.5 96.2 
108.0 92.6 
120.4 90.9 
114.7 98.3 
118.8 94-3 
112.1 86.9 
110.3 94-3 
99.5 89.1 
100.5 85.8 
100.6 89.9 
94.2 81.7 
102.5 80.4 
for Seasonal 
1928-32=100 
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REGIONS ~<a 


9 10 II 12 13 14 
105.3 107.8 97-3 103.6 100.1 95.8 
107.8 116.9 97-4 115.5 99.8 101.4 
111.1 113.0 96.0 108.9 100.5 98.9 
110.1 109.3 g1.9 110.3 100.8 100.3 
108.0 105.1 87.8 107.1 100.1 99.0 

95.4 103.1 90.3 92.0 98.9 98.7 
95-3 100.7 92.3 85.9 98.2 93.0 
90.8 92.9 89.1 76.9 93.3 93.8 
53.6 87.7 81.8 92-7 88.4 89.2 
81.5 85.1 83.8 67.8 91.6 7.5 
82.5 89.0 76.5 63.4 85.6 91.5 
80.0 81.4 95.3 61.1 77-5 85.2 

24 25 26 27 28 29 
113.0 107.5 103.9 105.1 97.6 99.1 
117.5 112.7 100.5 97-9 100.0 100.9 
119.6 111.4 106.4 99.6 101.9 100.8 
115.0 108.3 100.4 96.1 95-1 94.1 
106.9 110.1 99.8 91.6 93.8 95.6 
110.0 107.7 97-3 90.3 100.6 99.4 
114.7 105.0 98.6 87.6 97.0 94.2 
115.8 97-5 89.2 83.7 88.3 87.4 
110.5 95-9 88.9 80.6 82.0 84.0 
103.1 96.6 81.2 76.9 97.4 76.6 
100.3 92.6 84.4 78.0 82.0 82.4 
99.9 91.9 86. 75.2 84.0 79.8 


2. New York City 

MAY, 65.1 APR., 67.6 MAY 1937, 86.1 
May—Percentage department store sales decreases 
from previous May: New York City 14, Bridgeport 
10, Westchester-Stamford 25. JuNE—Percentage 
retail trade decreases from previous June: Bridge- 
port 15, New York City department store sales 10, 
parcel deliveries 2, hotel sales 9. Bank clearings 
3% below year ago in New York, down 5% in 
Westchester County. New York City employment 
off 4°%, payrolls 3°% from May to June. Seasonal 
curtailment in clothing and millinery lines con- 
tinued. Strikes settled in fur and fur goods trade; 
activity resumed. Collections slower than year ago. 
JuLy—Steady improvement in retail trade; depart- 
ment store sales about 4°% below year ago. Whole- 
sale buying still cautious. 


4. BuFFALO AND RocHEsTER 
MAY, 67.4 APR. 68.4 MAY 1937, 89.2 


May—Percentage department store sales decreases 
from previous May: Buffalo 17, Rochester 12, 
Niagara 21. June—Percentage retail trade de- 
creases from previous June: Buffalo 10, Jamestown 
13, Elmira 12, Rochester 8. Buffalo wholesale 
trade off 89%. Crop prospects good; prices holding 
firm. Payrolls and production below year ago; 
on the whole, unchanged recently. Warehouse 
stocks fairly steady. Collections slower than year 
ago. Juty—Upturn in clothing production bring- 
ing about 15,000 workers back to Rochester fac- 
tories; weekly payroll involved about $500,000. 
Buffalo steel output highest for year. Retail sales 
volume up, but still below corresponding period 
of last year. 





rolls and production below last year; steady recently. 
Volume of building permits sharply below May 
level; about half the volume for Jast June. Col- 
lections somewhat better than year ago in whole- 
sale and manufacturing lines; unchanged in retail. 
Juty—Slight uptrend in industrial orders and 
retail sales. Newark retail volume about 5% 
below corresponding period of last year. 
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6. PHILADELPHIA 


MAY, 70.8  APR., 70.2 MAY 1937, 99.5 
May—Percentage department store sales decreases 
from previous May: Trenton 21, Philadelphia 25, 
Scranton 12, Wilmington 23. June—Percentage 
retail trade decreases from previous June: Trenton 
7, Allentown 20, Philadelphia 19, Reading 4, 
Wilkes-Barre 7, Harrisburg 5, York 22, Wilming- 
ton 2, Jamestown 15. Philadelphia wholesale 
trade off 13%. Philadelphia sales tax amended 
to exempt out-of-town shipments. Truck crops 
generally good; excessive rains did some damage 
in Delaware drainage area. Payrolls and produc- 
tion below year ago; slight upturn during month 
in some cities. Collections slow. Juty—Whole- 
sale orders up slightly; more interest in contract- 
ing for future. Small gain in retail sales. 


8. CLEVELAND 


MAY, 74.0 APR., 75-I MAY 1937, 108.0 
Mayv—Percentage department store sales decreases 
from previous May: Cleveland 24, Akron 33, 
Toledo 25. JuNE—Percentage retail trade decreases 
from previous June: Cleveland 12, Akron 30, 
Canton 45, Lima 15, Toledo 22. Wholesale trade 
decreases: Cleveland 17, Akron 17, Toledo 20; 
electrical goods, hardware, and industrial supplies 
off more than average. Crop yield estimated 10% 
better than 1937. Payrolls and production below 
year ago. Most departments of Akron rubber 
plants closed for inventory period and two weeks’ 
vacation. Slight increase in Cleveland industrial 
employment during month. Collections slow. 
Juty—Upturn in retail sales, due largely to increase 
in women’s clothing lines. 


10. INDIANAPOLIS AND LOUISVILLE 


MaY, 81.4 APR., 89.0 MAY 1937, 109.7 
May—Percentage department store sales decreases 
from previous May: Louisville 27, Indianapolis 14, 
Fort Wayne 18. June—Percentage retail trade 
decreases from previous June: Louisville—-Evans- 
ville-Indianapolis—Terre Haute 15, Fort Wayne 20. 
Louisville and Indianapolis wholesale trade off 
25%. Crop prospects fairly bright; prices down 
somewhat but yields higher. Payrolls and pro- 
duction below year ago; unchanged recently. 
Furniture output about 50% below last year; farm 
implements down 20%. Retail collections slow; 
wholesale and manufacturing fairly steady. Juty— 
Sales of wearing apparel aided by improved weather 
conditions. Department store sales at last year’s 
level in Louisville; off 15% in Indianapolis. 


12. DETROIT 


MAY, 61.1 APR., 63.4 MAY 1937, 105.8 
May—Detroit department store sales 36% below 
previous May. June—Percentage retail trade de- 
creases from previous June: Detroit 20, Grand 
Rapids 15, Saginaw 30. Wholesale trade in Detroit 
and Grand Rapids off 20°%; drug lines above 
average. General yield situation very good; prices 
considerably below year ago. Payrolls and produc- 
tion far below last year; down slightly in month. 
Automobile output about 170,000, compared with 
521,000 in June 1937, and 210,000 in May 1938. 
Furniture industry marking time before July 
market, Juty—Increased retail volume, largely 
in women’s wear and specialty shops. Inventories 
of Detroit merchants 25% under last year. At- 
tendance at Furniture Market as high as in 1937. 
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- - REGIONS 6 - 13 


7. PiTtsBuRGH 
MAY, 69.0 APR., 74.3 MAY 1937, 102.4 


May—Percentage department store sales decreases 
from previous May: Pittsburgh 24, Wheeling 27, 
West Virginia State 28. June—Percentage retail 
trade decreases from previous June: Erie 12, 
Youngstown 25, Pittsburgh 28, Clarksburg 20, 
Parkersburg 10, Huntington 30, Charleston 5, 
Bluefield 18. Wholesale trade decreases: Erie 15, 
Pittsburgh 30, Charleston 5. Excessive rainfall 
damaged crops in some sections; yields estimated 
lower than in 1937. Payrolls and production 
below year ago. Youngstown steel output up 
about 4% in month; Pittsburgh down 5%; no im- 
portant change in employment. Collections slower 
than year ago. Juty—No appreciable pick-up in 
industry; wholesale and retail trade up slightly. 


g. CINCINNATI AND CoLuMBUS 


MAY, 80.0 APR., 82.5 MAY 1937, 109.9 
Mav—Percentage department store sales decreases 
from previous May: Cincinnati 21, Columbus 15. 
June—Percentage retail trade decreases from pre- 
vious June: Cincinnati 15, Lexington 7, Ports- 
mouth-Springfield 30, Dayton 38, Columbus 12, 
Zanesville 20. Wholesale trade decreases: Cincin- 
nati 18, Columbus 15. Winter wheat crop 45% 
above 10-year average. Prices down, and gross 
farm income somewhat lower than last year. Pay- 
rolls and production below year ago; unchanged 
recently. Cincinnati industrial employment about 
24% lower than last June. Collections slow. 
Juty—Retail sales in some instances equal to last 
year’s volume; average slightly below year ago. 
Prices stronger in wholesale dry goods. 


11. CHicaco 
MAY, 75.3 APR., 76.5 MAY 1937, 100.9 


May—Percentage department store sales decreases 
from previous May: Chicago 18, Peoria 19. JuNE— 
Percentage retail trade decreases from previous 
June: Chicago 12, Rockford 20, Peoria 10, South 
Bend 20. Chicago wholesale trade off 14%, bank 
clearings down 18%. Rainfall above normal, but 
corn and wheat prospects at present are good. 
Payrolls and production below year ago; unchanged 
in month. Chicago building permits above May; 
30% below last June. Collections slower than last 
year. Juty—Wholesalers beginning to feel bene- 
fits of bumper crops. Large number of buyers 
registered for Summer furniture market. Improve- 
ment in retail trade not yet reflected in manufac- 
turing activity or employment. 


13. MILWAUKEE 
MAY, 77.5 APR., 85.6 MAY 1937, 106.1 


May—Milwaukee department store sales 19% be- 
low previous May. JuNeE—Percentage retail trade 
decreases from previous June: Milwaukee 15, 
Madison 10, Green Bay 8; food stores in Green 
Bay averaging 3% increase over last June. Mil- 
waukee wholesale trade off 15%. Crop outlook 
excellent until recently; excessive rains have caused 
some damage and sun is needed badly. Payrolls 
and production below year ago; increase over 
May in Green Bay, where paper mills have stepped 
up operations to 5-day week. Collections slower 
than year ago; unchanged recently. Juty—Some 
improvement in industrial activity, principally in 
consumer lines. Manufacturers and retailers show- 
ing disposition to be more liberal in buying. 
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14. MrinNEAPOLIs AND St. Pau 


MAY, 85.2 APR., QI.5 MAY 1937, 103.0 
May—Department store sales in the district 11% 
below previous May. June—Percentage retail trade 
decreases from previous June: Duluth-Butte 20, 
Minneapolis 3, St. Paul 9, Fargo—Sioux Falls—Great 
Falls 10, Billings 15. Wholesale trade decreases: 
Duluth 15, Minneapolis 12, Great Falls 20. Small 
grain crops in good condition over most of district; 
harvest to start corn not up to average 
growth. Payrolls and production below year ago; 
upturn since May in Sioux Falls and Minneapolis; 
generally steady elsewhere. Increased demand for 
agricultural implements. Collections slow. JuLy 
—Increased buying of vacation supplies and farm 
equipment. Wholesale shipments in St. Paul 8° 
under year ago. 


soon; 


16. St. Louis 


MAY, 79.0 APR. 76.9 MAY 1937, 97.2 
May—Percentage department store sales decreases 
from previous May: St. Louis 14, Springfield 11, 
Quincy 17. June—Percentage retail trade decreases 
from previous June: St. Louis 19, Springfield (Mo.) 
5, Springfield (Ill.) 15, Quincy 10. St. Louis 
wholesale trade off 20%; 
in dry goods lines. 
pect; prices only fair. 
production below year ago; steady from May to 
June. Farm employment up slightly more than 
seasonally. Seasonal 
Collections steady to slower than last year. 
Increased activity in shoe and fur garment indus- 
tries. Retail trade up, principally in sportswear 
and light wearing apparel lines. 


extreme sluggishness 
Plentiful crop yield in pros- 
Industrial payrolls and 


pick-up in shoe factories. 
Juty— 


18. MARYLAND AND VIRGINIA 

MAY, 88.9 APR., 95.5 MAY 1937, 109.9 
May—Percentage department store sales decreases 
from previous May: Baltimore 15, Washington 11, 
Richmond 6, Virginia State 8. June—Percentage 
retail trade decreases from previous June: Baltimore 
10, Washington 5, Norfolk 8, Richmond 7, Lynch- 
burg 12, Roanoke 5. Wholesale trade decreases: 
Baltimore 15, Norfolk 10, Richmond 5. Crop 
prospects generally good. Payrolls and production 
below year ago; up slightly during month in 
Richmond where cigarette and textile industries 
showed improvement. Gain in residential build- 
ing. Collections better than year ago in Richmond 
and Washington; slower elsewhere. Juty—Up- 
trend in retail volume; light apparel, beachwear, 
refrigerators most active lines. 


20. ATLANTA AND BIRMINGHAM 


MAY, 93.1 APR., 93.0 MAY 1937, I12.7 
May—Percentage retail trade decreases from pre- 
vious May: Atlanta 7, Birmingham—Montgomery 
15, Chattanooga 4, Nashville 17. June—Percent- 
age retail trade decreases from previous June: 
Atlanta 12, Savannah 10, Augusta 10, Colum- 
bus—Birmingham—Mobile—Knoxville—Nashville 15, 
Macon 8, Montgomery 21, Chattanooga 4. Whole- 
sale trade decreases: Birmingham-—Nashville 10, 
Atlanta 25. All crops in season are good. Payrolls 
and production below year ago; fairly steady 
recently. Slight improvement in textile plants at 
end of month. Building material lines fairly 
active. Collections fair to slow. Juty—Sentiment 
improved in iron and steel industries; 500 men 
recalled to work in Dolomite mines, 
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- = 14 — 21 





15. Iowa anv NEBRASKA 

MAY, 67.4 APR. 71.4 MAY 1937, 82.8 
May—Omaha department store sales 10% below 
previous May. JuNne—Percentage retail sales de- 
creases from previous June: Davenport 20, Dubuque 
10, Waterloo 0, Des Moines 8, Sioux City 7, Lincoln 
5, Omaha 12; Cedar Rapids trade up 2%. Whole- 
sale trade decreases: Sioux City 11, Des Moines 10, 
Omaha 17. Farm implement sales somewhat below 
last year; general trend upward more than sea- 
sonally. Crop yield and quality above average. 
Payrolls and production below year ago; generally 
steady during month. Flour milling above Jast 
year. Meat packing down about 15°%. Collections 
steady to slower than year ago. JuLy—Trade 
volume up slightly. Omaha retail sales 5° below 
previous year. 


17. Kansas City 


MAY, 82.7. APR., 81.9 MAY 1937, 102.0 
May—Percentage department store sales decreases 
from previous May: Kansas City 18, Wichita 26, 
Oklahoma City 0, Tulsa 7. June—Percentage re- 
tail trade decreases from previous Junc: Kansas 
City 10, Topeka 5, Wichita 8, Oklahoma City 10, 
Tulsa 8. Wholesale trade decreases: Kansas City 
20, Oklahoma City 10. Wheat yield above average; 
prices somewhat lower than year ago, but total 
wheat income expected to be as high as Jast year. 
Payrolls and production below year ago. ‘Topeka 
railroad shops advancing to a 5-day weck begin- 
ning July 1. Oil industry at a standstill. Collec- 
tions slow. Juty—Wholesale trade up slightly, 
but volume still low, and principal sales are for 
fill-ins. Some increase in retail sales. 


19. NortH aNp SoutH CaroLiNna 


MAY, 91.8 ApR., 85.8 MAY 1937, 116.0 
May—Percentage department store sales decreases 
from previous May: North Carolina 15, South 
Carolina 18. June—Percentage retail trade de- 
creases from previous June: Asheville 10, Winston- 
Salem 7, Charlotte 5, Raleigh 10, Wilmington 8, 
Columbia 5, Greenville 18; Charleston retail trade 
up 5%. Wholesale trade decreases: Wilmington 8, 
Charleston 0, Winston-Salem 4. Crops in good 
condition; large yields anticipated. Payrolls and 
production steady in Charleston; below year ago 
elsewhere. Improvement in textile manufacturers’ 
sales near close of month. Furniture industry con- 
tinues slow. Collections slower than year ago. 
Juty—Retail trade continues quiet; volume 10 to 
15% below last year. 


21. FLoripa 
MAY, 102.5 APR., 94.2 MAY 1937, 114.9 
May—Florida department store sales 9°% below 
last May. June—Percentage retail trade decreases 
from previous June: Jacksonville 14, Miami 8, 
Tampa 10. Wholesale trade decreases: Jacksonville 
15, Tampa 5. Bank clearings 11°% below last year 
in Jacksonville. Crop season practically over; ship- 
ments on the whole were heavy, prices only fair. 
Payrolls and production steady in Jacksonville; 
below year ago elsewhere. Lumber and_ naval 
stores up slightly in latter part of June. Cigar 
industry continues active. Collections fair; some 
decline noted in last two weeks of month. JuLty— 
Steady improvement in retail trade; volume close 
to level of corresponding period a year ago. Vege- 
table shipments heaviest in years. 
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2. Mempuis 


MAY, 80.4 APR. 81.7. MAY 1937, 96.7 
May—Percentage department store sales changes 
from previous May: Memphis —s, Fort Smith +7, 
Little Rock —14. JuNnE—Memphis retail sales 1094 
below previous June; wholesale trade off 15%. 
largest since 1931. Farm 
income generally good. Cotton acreage small; 
garden crops plentiful. Payrolls and production 
below year ago. Furniture industry off about 40% 
compared with last year; strikes threatened in 
Fort Smith. Lumber prices somewhat firmer; 
production picking up slightly. Collections slow. 
Juty—Movement of fruits and vegetables aiding 
retail buying in some districts, but trade generally 
slow, awaiting harvest and distribution of cotton 
bonus money. 


Peach crop harvested; 


24. TExas 

MAY, 99.9 APR., 100.3 MAY 1937, 116.5 
May—Percentage department store sales decreases 
Dallas 5, Fort Worth 6, El 
Paso 4, San Antonio 4. JuNe—Percentage retail 
trade changes from previous June: Dallas—Waco- 
Austin-Shreveport —10, Fort Worth —2, El Paso 
-12, Houston —5, Beaumont —6, San Antonio 
-——1, Wichita Falls +-ro, Galveston +2. Whole- 
sale trade decreases: Dallas 10, Houston 3, Shreve- 
port 15, Fort Worth 7. Crop prospects excellent; 
livestock prices 8°% above year ago; other farm 
prices off about 25%. Payrolls and production 
below last year; steady recently. Juty—Moderate 
acceleration in trade. Dallas department store 
volume 1% above year ago. Wholesale volume 
still well below 1937. 


from previous May: 


26. Sarr Lake City 
MAY, 86.6 Apr. 84.4 MAY 1937, 106.9 


May—Salt Lake City department store sales 6° 
below previous May. June—Salt Lake City retail 
trade 10°%% below previous June; wholesale trade 
off 15°%, bank clearings down 21%. Crop pros- 
pects good. Payrolls and production below year 
ago; down in June due to closing of Jarge metal 
mines and smelters. Employment off about 25° 
during the month as a result. Building permits 
40% below last June. Collections slower than year 
ago; unchanged during month. Juty—Metal min- 
ing and smelting continue dull. Wholesale and 
retail trade up slightly from June level; largest de- 
clines from year ago in furniture, radio, and electric 
Tourist trade holding up well; 
only slightly behind last year. 


appliance lines. 


28. San Francisco 

MAY, 84.0 APR., 82.0 MAY 1937, I0I.7 
May—Percentage department store sales decreases 
from previous May: San Francisco 9, Oakland 7 
June—Percentage retail trade changes from pre- 
vious June: San Francisco —6, Oakland 0, Sacra- 
mento —6, Fresno +10. San Francisco wholesale 
trade off 15°%. General yield situation about nor- 
mal; prices sharply below year ago. Payrolls and 
production lower than last year; fairly steady 
recently. Heavy carryover in canned goods, and 
packing operations expected to be only 50% of 

Labor troubles persist; all 
American Can Co. now in- 
Juty—Gradual 
provement in wholesale lines; country district 
buying relatively better than metropolitan. 
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last season’s volume. 
California plants of 
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23. New Organs 
MAY, 90.9 APR., 87.6 MAY 1937, I0I.4 


May—New Orleans retail trade 3°%% below previous 
May. June—Percentage retail trade changes from 
previous June: New Orleans +6, Jackson —20, 
Meridian —5. New Orleans wholesale trade off 
5%. Crop conditions good, although major agri- 
cultural crops not yet mature. Payrolls and pro- 
duction below year ago in Jackson and Meridian; 
steady in New Orleans. Petroleum industry con- 
tinues in lead. Building lines fairly active; New 
Orleans building permits at May level, 8°4 below 
last June. Cotton ginning and rice threshing to 
become active Collections even with year 
ago. Juty—Volume of retail buying about equal 
to year ago. Substantial increase recently in whole- 
sale dry goods and notions trade. 


soon. 


25. DENVER 
MAY, 91.9 APR. 92.6 MAY 1937, 116.8 


May—Denver department store sales 12% below 
previous May. June—Percentage retail trade de- 
creases from previous June: Denver 5, Albuquerque 
15. Denver wholesale trade off 13%; inventory 
replacements up during the latter part of the 
month. Farm income about 4% below year ago 
Crops badly in need of moisture in 
area surrounding Albuquerque. Colorado ranges, 
at 91°% of normal, best in 10 years. Payrolls and 
production steady in Denver; below year ago in 
Albuquerque. Railroad and lumber industries con- 
tinue to operate with small Collections 
fair to slow. JuLty—Prospects for tourist trade 
better than year ago. Increased demand for wear- 
ing apparel and food products. 


in Colorado. 


forces. 


27. PorTLAND AND SEATTLE 
MAY, 75.2 APR. 78.0 MAY 1937, 99.3 


May—Percentage department store sales decreases 
from previous May: Seattle 10, Tacoma 12, Spokane 
6, Portland 9. June—Percentage retail trade de- 
creases from previous June: Seattle 20, Tacoma 10, 
Spokane 13, Portland 6. Wholesale trade decreases: 
Seattle 28, Portland 3. Winter wheat crop about 
twice as large as last year’s; Spring wheat slow 
because of late seceding and heavy rain; berries 
good, but prices low and income expected to be 
smaller than last year. Payrolls and production 
below year ago; steady to down during month. 
Tacoma anticipating increase in employment 
through construction of new flying field, dam, 
Juty—Slight upturn in lumber ordets 
Retail trade more active. 


and bridge. 
and shipments. 


29. Los ANGELES 
MAY, 79.8 APR., 82.4 MAY 1937, 97.9 


May—Percentage department store sales decreases 
from previous May: Los Angeles 10, Phoenix 7. 
June—Percentage retail trade decreases from pre- 
vious June: Los Angeles 11, San Diego 8. Los 
Angeles wholesale trade off 17°%; liquor sales 
unusually large anticipating new tax; building sup- 
ply sales increasing. Most crops good; citrus prices 
iow. Payrolls and production below year, ago. 
Building activity continues one of bright spots of 
local industry; permits for first six months above 
1937 period. Collections fair to slow. Juty— 
Industry shows little change, but outlook brighter 
because of low inventories and strengthening of 
prices. Retail volume about 10% below corre- 
sponding period of year ago. 








INDUSTRIAL AND COMMERCIAL FAILURES 




















77-B PETITIONS § 


Dun’s InsoLveNncy INDEX ¢ TOTAL INDUSTRIAL AND 
NuMBER OF FalvurEs LiaBiities * UNADJUSTED Apyjyustep ¢ CAsEs Com’. Casts 
1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 
Jan. .. 1,320 811 1,077 15,035 8,661 18,104 73.0 46.0 63.0 603. 37-4 512 72 ©6938 70 60 31 59 
Feb. .. 1,071 721 856 13,359 9,771 14,089 70.1 48.4 56.6 60.9 42.1 48.8 94 45 82 80 35 68 
| Mar. .. 1,088 820 946 15,567 10,922 16,271 60.4 44.9 53.3 59.8 44.9 53.3 gI 73 52 79 44 43 
Apr... 1,116 786 830 20,106 8,906 14,157 61.9 46.4 50.4 60.1 45.5 49.4 78 52 50 so 34 38 | 
May .. 1,053 834 832 14,559 8,364 15,375 56.0 45.4 46.4 55.4 45.4 46.4 87 61 50 72 43 «44 
June... 1,018 670 773 12,236 8,191 9,177 60.8 39.3 44.6 64.0 41.4 46.9 63 53 “62 ss 35 46 
July . . 618 639 7,766 9,904 36.0 38.3 40.0 42.6 vo 680. 937 ‘ 26° 33 
Aug... vie Foy WSs 11,916 8,271 38.1 36.2 44-8 42.6 ae 52 36 ae 31 24 
Sept... ... 564 586 8,393 9,819 34.0 33.4 40.5 39.8 is ae as air 24 
| Gc! 2 kk, 8 he 9,335 8,266 42.6 36.2 46.3 39.3 vo | Ga ad Sy 248 Sas 
Nov... <«. “986 “686 10,078 11,532 49-2 44.3 47:8 43-4 “~ 968: =28 << - S508" Go 
| DRS caw S038" 92 13,291 12,288 53-5 42.6 as SOS 420 so) 68> 25 78 24 
| 
Total.. ... 9,017 9,185 . 115,594 147,253 43-7 45-4 44.2 45.5 .. 687 593 -» 495 466 
| * In thousands of dollars. + Apparent annual failures per 10,000 enterprises. + For seasonal variation. § For corporate reorganization. 


ANALYZING THE RECORD OF INDUSTRIAL 
and COMMERCIAL FAILURES 


JUNE FAILURES CAUSE RISE IN INSOLVENCY RATE 


HE trend of industrial and com- 

mercial failures dipped slightly in 
June in terms of actual numbers, but 
not so far as might be expected in view 
of the season of the year. They num- 
bered 1,018 with $12,226,000 liabilities 
compared with 1,053 in May with $14,- 
559,000 liabilities. 

The present number was 348 above 
that of a year ago and corresponded 
more nearly with that in June, 1934, 
thus again confirming a previous ob- 
servation that 1938 failures are follow- 
ing closely the level of 1934. 

The insolvency index gives a clearer 
picture of what really occurred in June 
of this year. The index adjusts for 
fewer working days than in May, with 
the result that in reality failures in re- 
lation to the number of firms in busi- 
ness increased in June from an annual 
rate of 56.0 per 10,000 concerns to 60.8. 
As the normal June movement is a 
drop of something like 6 per cent, 
the index after it had been adjusted 
for seasonal variation took a con- 


Pia N.S a oe. 


siderable jump, from 55.4 to 64.0. 

All industry groups contributed to 
the June decline in actual numbers, 
but the rate of decline was lower in 
retail trade than in other groups, and 
the decreases were so slight that when 
considered on a daily basis the real 
movement was slightly up in each 
group. 

Compared with a year ago failures 
were well up in all groups, especially 
in retail trade and commercial services. 
The movements within the groups 
were very erratic, with failures in some 
lines moving up and others moving 
down. That situation has prevailed 
for the past few months, so that a 
consideration of the total for the 
second quarter compared with other 
similar periods may better serve to 
uncover some definite trends. The 
table below shows, for instance, that 
total failures are about 8 per cent lower 
than in the first quarter, with manu- 
facturing and retail trade failures fall- 
ing about equally. There were only 


[ 36 J 


} ae ed r 2 hh  £& 


slight declines in wholesale trade and 
construction. 
1938 1938 1937 


Second First P. Ct. Second P. Ct. 
Quarter Quarter Chge. Quarter Chge. 


Inpustry Groups 











Manufacturing ..... 543 590 — 8 22 +29 
Wholesale Trade... 316 323 —2 243 +30 
Retail Trade....... 2,045 2,236 — 9 1,392 +47 
Construction ...... 155 163 — 5 154 ° 
Commercial Service. 128 167 —23 79 +62 
TE acne ctnnipens 3,187 3,479 — 8 2,290 +39 


Within manufacturing the apparent 
conformity to a seasonal second quar- 
ter decline was caused almost entirely 
by a drastic cut in failures of food 
products and a noticeable decline in 
textile mill failures, but increases were 
the rule in almost all the other lines, 
principally in women’s wear, lumber 
products including furniture, and in 
iron and steel and metal products. 

In retail trade, the quarterly decline 
was caused by fewer failures in all sub- 
groups, but more failures took place in 
some lines such as furniture and house- 
furnishings. Also no decline occurred 
in automobile agencies. Women’s 
wear failures which were so high in 
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the first quarter dropped strikingly. 
Wholesale trade failures were held 
up by defaults in groceries and produce, 
by hardware and automotive products 
lines, and by supply houses in general. 
The quarterly comparison also brings 
out the lines of business which are 
mainly responsible for the high level 
of failures above that of the second 
quarter of 1937. In manufacturing, 
women’s wear and furs, lumber prod- 
ucts, and printing establishments were 
the lines in which greatly increased 
numbers of failures have taken place. 
Failures in food lines, on the other 
hand, were decidedly fewer. In retail 
trade, with a general increase of 47 per 
cent over last year, the increases were 
most apparent in general merchandise 
stores with an 85 per cent step-up, 
apparel shops with an increase of 100 
per cent, and furniture stores with 160 
per cent. All wholesale lines were up, 
with the exception of drugs; likewise 
all branches of service showed increases. 
Among June failures there was an 
unchanged number (from May) of 
those with liabilities between $5,000 
and $25,000, and a decreased number 
in the other size groups. The very 
large failures dropped from 19 to 8. 
They were high also in April, so that 
the increase over the first quarter of 
the year was 78 per cent. A quarterly 
comparison by size with failures a year 
ago brings out the interesting and im- 
portant fact that the higher level of 
failures this year has been increasingly 
at the expense of larger companies. In 
fact, the larger the company the higher 
the rate of failure. 
Liagiuities 1938 1938 1937 


Second First P. Ct. Second P. Ct. 
Quarter Quarter Chge. Quarter Chge. 








Under $5,000..... 1,259 1,448 —13 1,019 + 2 

$5,000-$25,000 .... 1,578 1,659 — 5 1,074 + 47 
$25 ,000-$100,000 .. 302 345 —12 180 -+ 68 
$100,000 and over. 48 a Ee 17 +182 
oe UR ere pared 3,187 3.479 — 8 2,290 + 39 


A normal June decline took place in 
the Western and Southwestern sections 
of the country—in the Kansas City, 
Dallas, and San Francisco Federal Re- 
serve Districts; a slightly-less-than-nor- 
mal decline in the New York and 
Chicago Districts; a slight increase in 





MonTHLY TREND OF THE INSOLVENCY INDEX 
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New England and in the Southeastern 
States, mainly Florida; and a big in- 
crease, quite unseasonable, in the Phila- 
delphia, Cleveland and St. Louis 
Districts, mainly in the States of Penn- 
sylvania and Kentucky. 

Jan.-June Per Cent 


Feperar RESERVE Jan.-June 








Districts 1938 1937 Change 
Richmond nes 304 273 t II 
Minneapolis ..... 128 106 21 
New York....... 1,896 1,485 p 28 
Kansas City...... 299 22 + 34 
ee ee ere 641 443 + 45 
San Francisco. ... 743 497 + 49 
Sevres «5.5: 501 326 + 54 
1 eee 133 84 + 58 
Philadelphia ..... 398 244 + 63 
Chicago ree owe 640 + 63 
0 re 312 179 + 74 
See Pris oS en 269 142 + 89 
gf eee 6,666 4,642 + 44 


All districts have reported greatly in- 
creased failures during 1938. The dif- 


MonTHLY TREND OF 7 


1936 1937 1938 


ference in percentage changes in the 
cumulative table reflects the different 
experiences in the Spring of last year. 
The districts with the least proportional 
increase this year are the ones that ex- 
perienced an unseasonable bulge in fail- 
ures in the early months of last year. 

June failures were well down in New 
York City and in Chicago, the two 
largest cities, but strikingly up in Phila- 
delphia, the third largest. On a daily 
basis failures were up in both the large 
cities and in the rest of the country, 
although at a faster rate in the latter 
sections. 

77-B Cases 


77-B applications for reorganization 


numbered 63 in June compared with 
There 


87 in May and 53 a year ago. 


77-B Cases 
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1936 


1937 


1938 


were fewer cases in all main categories, 





especially in retail trade. Applications 
{rom women’s wear concerns, which 
were so numerous last month, fell to 


a more normal proportion. 


It would appear that there has been 
no rush to enter cases before the change 
in the law becomes effective September 


22, 1938. The Chandler Bill, signed 


by President Roosevelt on June 22, does 
away with Section 77-B as an entity, 
but retains many of the legal provisions 
for the reorganization of large com- 
panies, incorporating them in the re- 
vised text of the entire Bankruptcy Act. 


The article entitled “The New Bank- 


Faitures BY Divisions or INpUstRY—JUNE, 1938 AND 1937 


(Liabilities in thousands of dollars) 


ToraL UNITED STATES 
MANUFACTURING (total) 


PGROS: 30-5 oS sn Neen 
Textiles 
open g vic cae ar 
Paper, Printing and Publishing 
Chemicals and Drugs 
Fuels .. 
Leather and Leather Products 
Stone, Clay, Glass and Products 
Iron and Steel . . 

MGIB RTOS 5050 5 ccxyresSaceiwtovese- 
Transportation Equipment. . 
All Other 


WHOLESALE TRADE (total) 


Farm Products, Foods, Groceries 
Clothing and Furnishings 

Dry Goods and Textiles ve 
Lumber, Building Materials, Hardware 
Chemicals and Drugs 
OS es ees area 
Automotive Products 
Supply Houses 

All Other 


RETAIL TRADE (total) 


Foods Pinte te Sate oot wt 
Farm Supplies, General Stores 

General Merchandise 

Apparel ous na bee eadte 
Furniture, Household Furnishings. . . 
Lumber, Building Materials, Hardware 
Automotive Products 

Restaurants ...... 

Drugs 
All Other 


CONSTRUCTION (O0GHD) an oo ska de wast 
General Contractors 
Carpenters and Builders 
Building Sub-contractors 
Other Contractors 


CoMMERCIAL SERVICE (total) 


Cleaners and Dyers, Tailors 
Haulage, Buses, Taxis, etc. 
Hotels 
Laundries 
Undertakers 
All Other 


cr 


June 
1938 


1,018 


-Number— . 
May June 
1938 1937 
1,053 670 

187134 
36 33 
45 40 
13 10 
18 5 

8 4 
2 3 
9 6 
7 3 
13 13 
6 2 
3 2 
27 13 
102 66 
35 26 
6 7 
2 I 
6 3 
3 5 
5 I 
6 8 
10 2 
29 13 

661 404 

174 142 
18 16 
34 13 

156 55 
66 2 
36 22 
65 26 
47 50 
29 22 
36 33 
59 42 

5 6 
21 II 
33 22 
3 

44 24 
14 4 
10 - 
3 3 
5 I 
4 2 
8 7 


June 
1938 


12,236 


3,808 


304 
996 
192 
279 
11 
1,062 
94 
152 
196 
75 
98 
349 


1,214 


536 
56 
49 

109 
14 

100 

129 
68 


153 
5,626 


754 
169 
198 
1,149 
632 
261 
1,253 
519 
307 
384 


1,128 





314 
545 
254 

15 


460 


110 
150 
46 
67 
30 
ST 


Liabilities ——— 


~% 


June 





May 
1938 1937 
14,559 8,191 
4,449 2,883 
659 452 
1,004 1,146 
231 405 
323 133 
128 45 
67 203 
323 162 
163 37 
149 155 
458 30 
1g2 17 
752 98 
2,108 1,109 
697 419 
gl 58 
7 5 
78 113 
52 60 
138 9 
87 2 
123 31 
835 372 
6,232 3,292 
5,137 816 
183 192 
307 107 
989 545 
749 226 
502 235 
1,331 304 
477 410 
209 213 
308 244 
742 499 
87 75 
350 230 
305 168 
26 
1,028 408 
142 70 
534 258 
76 7 
110 * 
81 33 
85 33 
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ruptcy Act” (beginning on page g) by 
Dr. Jules I. Bogen explains in detail 
the changes which will take place 
under the new law. 


77-B AppLications BY Matin Divisions 
oF INDUSTRY—JUNE 1938 AND 1937 


June May June 

1935 1935 1937 
Manufacturing inc (20 Ee: 20 
Wholesale Trade 5 7 7 
Retail Trade. 25.2... 26 29 4 
Construction . aK. I 
Commercial Service... "5 4 4 
Others (*) a) 14 18 
Total United States... 63 87 53 


(*) Not included in tabulation of commercial failures, 
such as real estate and investment companies. 


Cases for the second quarter of 1938 
totalled 228 compared with 257 in the 
first quarter, an 11 per cent drop in 
comparison with 8 per cent for regular 
failures. 

The increase over the same period of 
last year has been considerable, 67 per 
cent. Manufacturing cases rose 54 per 
cent, retail trade cases 170 per cent, 
commercial service 50 per cent, and 
construction cases from none last year 
to 5 this year. Wholesale trade cases 
alone were fewer than last year. Brew- 
eries, textile mills, and coal mines have 
continued to be frequent among the 
applications for reorganization, and of 
course, in retailing, the women’s wear 
shops referred to above. 

The quarterly cases have gradually 
continued the trend toward a larger 
proportion of cases contributed by small 
concerns capitalized under $25,000. 

In the current quarter it was 45 per 
cent compared with 41 per cent for the 
total of 1937 cases, and 30 per cent for 
cases capitalized between $25,000 and 
$100,000 compared with 29 per cent for 
1937. 

Canadian Failures 


In the second quarter of 1938 Cana- 
dian failures totalled 232 with $2,209,- 
000 liabilities compared with 277 with 
$3,409,000 liabilities in the first quarter. 
As in America, failures in the second 
quarter of the year are usually lower 
than in the first quarter, but contrary to 
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the American trend Canadian failures 
compared favorably in number with 
those of the second quarter of 1937 
when there were 243 failures. Current 
liabilities, however, were higher by 
some $839,000 due to failures of larger 
enterprises. 

Nearly one-half of all Canadian fail- 
ures take place in the cities of Toronto 
and Montreal, yet the records for these 
cities compared with those of a year ago 
show a quite different picture, the 
number of failures having increased 
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1937 


1938 


in Montreal and decreased in Toronto. 
By industry, failures were less this 
year in manufacturing, wholesaling, 
and commercial service, and slightly 
higher in retailing and construction. 
By size there was a dropping off in 
«mall failures, but an increase in those 
with liabilities between $25,000 and 
$100,000, and four very large failures 
against none for last year’s quarter. 





Note: In Dun’s Sratisticat Review there are published 
more detailed failure statistics by States, large citi in 
dustrial divisions, size of liabilities, and special quarterly 


by industries. 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 








Building Permit Values—215 Cities 





More detailed figures appear in ‘“‘Dun's Statistica, Review"’ 





Geographical June June Change May Change 
Groups: 1938 1937 P. Ct. 1938 PGK. 
New England...... $4,552,916 $5,157,394 — 11.7 $4,931,014 — 7.7 
Middle Atlantic. .... 29,168,127 21,744,273 + 34.1 21,550,076 + 35.4 
South Atlantic..... 8,569,672 10,095,728 — 15.1 8,152,127 + 5.1 
East Central. ...... 15,176,788 27,513,163 — 44.8 14,760,033 + 2.8 
South Central... .... 10,190,729 8,918,072 + 14.3 7,602,989 + 34.0 
West Central .......... 455995453 4,425,362 + 3.9 3,872,401 + 18.8 
MOUNUGIN: 5... 6.00:00% 1,518,101 1,999,995 — 24.1 2,251,093 — 32.6 
a een 13,850,641 14,898,596 — 7.0 14,486,736 — 4.4 
pie CSE eee $87,626,427 $94,752,583 — 7.5 $77,606,469 + 12.9 
New York......... $22,436,761 $11,941,054 + 87.9 $13,977,101 + 60.5 


Outside New York. . $65,189,666 


$82,811,529 


Bank Clearings—22 U. S. Cities 
(Millions of dollars) 








3 $63,629,368 + 2.5 














Monthly — Daily Average————, 
1938 1937 1936 1938 1937 1936 
January ...... 21,798 27,226 25,262 871.9 1,089.0 971.6 
February 17,583 23,720 22,065 799.2 1,078.1 959-3 
March 22,822 29,412 26,610 845.3 1,089.3 1,023.4 
April 21,667 26,086 24,711 833.4 1,003.3 950-4 
May 20,169 23,951 22,473 806.8 958.0 898.9 
J SRA 23,959 25,903 26,148 921.5 996.3 1,005.7 
July stars iets 26,015 24,766 eae 1,000.6 952-5 
August ..... 22,260 21,269 856.2 818.0 
September . 24,076 23,927 963.0 957.1 
October 24,668 25052) iene 986.7 994.3 
Movember. 2... |... 21,796 -  nes 947.6 1,116.1 
December ... . 25,805 31,153 992.5 1,198.2 
Total 300,918 298,790 996.7 987.1 
Bank Clearings for Individual Cities (000 omitted) 
June June Change May 

1938 1937 P. Ct. 1938 

BORON in. senaw eee $854,733 $971,287 — 12.0 $805,17 
Padadeipnia . . .. ...6+/5. 1,518,000 1,673,000 — 9.4 1,443,000 
Buffalo ee ‘rns 126,097 166,762 — 24.4 128,435 
PRREDUIOR 5 5 ccc sec esc 458,889 663,662 — 30.9 437,648 
ROM RTND cto cucca tis Silke 362,951 441,677 — 17.8 370,202 
eC | 226,355 281,494 — 19.6 227,547 
EES Se ee eee 278,320 319,874 — 13.0 257,223 
BiacmMond .. ..0.....%. 148,046 164,802 — 10.2 137,681 
MTEL chicittina ss eta 205,600 216,200 — 49 203,400 
New Orleans.......... 140,242 151,442 — 7.3 140,673 
SSEMSRIO! 5 cso 5.6 ees 1,277,976 1,408,945 — 9.3 1,150,061 
SMERMNM 6 os sheik ie cickeles.« 350,227 518,921 — 225 325,090 
SE OUIG i fos clarence 347,867 422,677 — 17.7 339,321 
STE See 132,379 157,128 — 15.8 120,934 
Minneapolis .......... 263,623 315,214 — 16.4 255,921 
LOTS Ca 367,985 450,703 — 18.4 338,338 
COS SE eee ae 116,081 128,380 — 9.6 118,318 
Oe RE nee re ee ae 198,813 219,737 — 95 185,827 
San Francisco......... 568,728 627,334 — 9.3 557;097 
Portland, Ore... ........ 120,807 146,731 — 17.7 112,692 
RUE ects. cue oes 143,773 180,615 — 20.4 131,162 
Seta ar Cities. 6.65.65 $8,207,492 $9,626,585 — 14.8 $7,785,748 
eC: es $15,751,402 $16,276,216 — 3.2 $12,383,151 
Total 22 Cities....... $23,958,894 $25,902,801 — 75 $20,168,899 








Dun & Bradstreet 
Weekly Food Price Index 


The index represents the sum total of the 
wholesale price per pound of 31 commodi- 


ties in general use: 





Weeks: 1938 .1937 1936 1935 
July 26.... $2.47 $2.88 $2.77 $2.63 
July 1a9.... 246 288 2.76: ~ 2:60 
July 12.... 246 200 294 258 
july 5.... 2.4% 200 296 2:56 
June 28... 2.40 2:84 2166 2.56 
June 23..:. 2.40 2:81 2:65: 2.56 
June 14 . eee “ae 2.62 ase 
pune: 9. ... 236. 2:83 (260 ~a.5q 

HicH Low 
1938.. $2.53 Jan. 4 $2.34 May 10 
1937.. $3.01 Mar. 16 $2.56 Dec. 28 
1936.. $2.94 Dec. 29 $2.52 May 19 
Dun © Bradstreet 
Daily Weighted Price Index 
30 Basic Commodities 
(1930-1932 = 100) 
— 1938 ‘ 
July June May April 

: oe 105.63 102.89 Tt .... 209.70 

2; * ... 102.43 107.06 109.80 

chee tec $5298 “106.08 “Fa... 

yee eo. WL” Togas “1088s 

oe 105.39 t.... 106.89 108.39 

6.. 106.32 102.84 107.12 108.56 

7.. 105.17 103.16 107.26 108.66 

$...5 es.ror tos22. “T=... “eooisd 

Discs, 28 inc ORO2, ORES -Teo-24 
POs. Pass WORSS. S1GZIOR. Pe... 
Th.os< 20400 "* . 2/5 “VOR59) 1050 
i262. BOS85 “hi... megs —sed-42 
13.... 105.95 105.03 107.90 108.61 
14:..; $08.30 105.32 107.76 109122 
PS cc30 TORA LOSE: Aisaccg ee cect 
16.... “8.4... (105.48 20728 109.27 
ica. Tice, WO56O -106:50 ce 
[S:0: TORIO =... “207.00 “10028 
19.... To§.60 + ...:. 106.80. 108.72 
20.... 105.25 105.50 106.35 108.66 
21.... 105.07 105.55 106.21 109.08 
22). 705.33: 105.04 -{:...... 106,b0 
Je ee * 22. WOS42 105:73- 108.93 
2A... ee 
25... TOS.0r * 1... BOBS? T08:36 
26.. 105.08 f.... 104.28 107.95 
ae 105.19 106.37 104.11 108.00 
ZB ice 45 phe a ROSE Oe oe. Omg 
20.sac evicces WOMOK? cw s-co SHORAR 
20s Mosse, MORO evn, One 
SEs cise. stouers 102.48 
+ Sunday. * Markets closed. 

Hicu Low 
1938 117.06 Jan. 10 102.43 June 2 
1937 158.26 Apr. 5 114.83 Dec. 30 
1936.. 142.65 Dec. 31 115.13 May 27 
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THROUGH THE STATISTICIAN’S EYES 





ODD AND INTERESTING ITEMS FROM THE MONTH'S RECORD 


Strike Issues 


PER CENT 
8 


& 


1927 1929 1930 1931 1932 1933 1934 1935 1936 =: 1937 


Major Issues INVOLVED IN STRIKES, Per Cent of Total Strikes—1927-1937 
—U. S$. Department of Labor, Bureau of Labor Statistics—Union organi- 
zation was the major issue in 58 per cent of the strikes beginning in 1937; 
wages and hours in 30 per cent; and miscellaneous factors (unfair products, 
general conditions, sympathy, etc.) in the 12 per cent remainder. 


HE YEAR 1937 was an outstanding one in the history of 
American labor for at least two reasons: it witnessed a 
sharp acceleration in the trade-union movement, and went 
on record for the largest number of strikes yet recorded. 
A feature of the growth in unionism was the unusually 
large proportion of disputes arising from the issue of union 
organization. According to the U. S. Bureau of Labor 
Statistics, approximately 58 per cent of all strikes during 
the year were for this cause. Rivalry between the two large 
labor factions undoubtedly played an important part in 
increasing organization activity, but was a direct cause 
(z.e., the question of which union should represent a group 
of workers) of only 3 per cent of the total strikes. 
Because of the ascendency of the union-organization 
issue, wage and hour disputes in 1937 were the smallest 
proportion of total strikes in the eleven-year period. But, 
despite this low ratio, the total number of such strikes was 
almost double the previous peak for this period. 


Deposit Turnover 


Every MontTH the Federal Reserve Bank of New York 
computes a ratio which shows the amount of work done 
by demand deposits in reporting banks of ror leading cities. 
The rough method of determining the velocity of bank de- 
posits is a comparatively simple one: turnover is merely the 
relation of bank debits to net demand deposits. To refine 
this ratio, the bank makes several adjustments in the crude 
figures: net amounts due to banks are deducted from the 
net demand deposit totals; figures are put on an average 
daily basis, and corrected for the usual seasonal changes. 

The ratios thus derived have been plotted on the accom- 
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panying chart from 1920 through May of this year. The 
turnover in New York City and the average for 100 lead- 
ing cities are shown separately to illustrate the influence of 
financial activity on the rate. 

In the speculative boom of the late 20’s, the annual rate 
of turnover in New York was run up from a less-than-7o 
average to more than 130 in 1929. The subsequent decline 
in the rate was even sharper than the advance had been. 
Monthly figures show sporadic gains, but the general trend 
has been downward since October, 1929, and the current 
turnover in the city is only two times a month—approxi- 
mately the same as that for the 100 cities. 

For all 101 cities combined, the annual rate in the first 
half of the year averaged 24.8, against 28.8 in the first half 
of 1937. This decrease is emphasized by the fact that de- 
mand deposits were about $1,000,000,000 lower in the 1938 
period than in the 1937. 
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ANNUAL RATE OF TURNOVER OF DEMAND Deposits—1920-May, 1938— 

Federal Reserve Bank of New York—Putting the volume of withdrawals 

against the volume of money on deposit, the Bank produces a ratio which 
measures the rapidity of turnover of demand deposits. 


In a sense, velocity is a measure of sentiment, as well as 
of business activity: when times seem good, business wants 
to do as much as possible with the capital it has available. 
In 1929, it made one bank dollar work six times in a month; 
in 1938, it turns it over twice a month. 


Energy 


Durine 1937, the production of electric power in the 
United States totalled 121,049,630,000 kilowatt-hours, ac- 
cording to the Federal Power Commission—reduced to 
bridge-lamp terms, enough electricity to keep an average- 
sized house bulb lighted day and night for 345,461,300 years. 

Last year’s output in kilowatt-hours was g per cent greater 
than in 1936, the previous peak in production, and three 
times greater than in 1920. Privately-owned public utilities 
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PRropucTION OF ELEcTRIC ENERGY—1920-1937—Federal Power Commis- 
sion—Data based on the operation of about 3,800 power plants reveal the 
sharp rise in the output of electric power during the last two decades. 


produced go per cent of the total; electric railways, rail- 
roads, and manufacturing plants 3 per cent; and publicly- 
owned utilities the remainder. 

Electric railways and railroads were the only group to 
show declining output during the period surveyed. Pro- 
duction by these plants in 1937 was only two-thirds as large 
as in 1920. Output by the Bureau of Reclamation was twice 
as great, by privately-owned utilities three times larger, by 
municipally-owned utilities more than three times larger, 
by manufacturing plants (those generating for public use) 
six times larger, and by miscellaneous Federal and State 
public projects sixteen times larger. 


Dairy Products 


THE consuMPTION of each of the principal manufactured 
dairy products, with the exception of butter, was higher 
in 1937 than in any preceding year. According to the U. S. 
Bureau of Agricultural Economics, 1,640,000,000 pounds of 
creamery butter, 690,000,000 pounds of cheese, 1,912,000,000 
pounds of evaporated milk, and 260,000,000 gallons of ice 
cream were bought in this one year alone. Distributed over 
twelve months and 129,000,000 Americans, this means that 
in one month the “average” inhabitant enjoyed one pound 
of butter, half-pound of cheese, one and one-quarter pounds 
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U. S. Department of Agriculture, Bureau of Agricultural Economics—All 
products show an increase during the period studied, the sharpest gain 
being in evaporated milk, the smallest in creamery butter. 
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of evaporated milk, and one and a third pints of ice cream. 

The figures for ice-cream consumption are interesting 
from the point of view of their sensitivity to general busi- 
ness conditions. Between 1929 and 1933, this product 
dropped off 42 per cent, but increased rapidly in the years 
following, and by 1937 was slightly higher than in 1929. 


Mortgage Insurance 


One of the most important signs of a renewed interest in 
residential construction is the recent increase in home- 
financing activity. Reports of the FHA reveal record high 
figures for the volume of home mortgages accepted for in- 
surance during the months of April, May, and June. These 
highs are all the more interesting because they follow on the 
heels of the sharp slump in mortgage insurance which 
occurred from last June through February of this year. 

In addition, approximately three-fourths of the current 
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Home MortcacEs SELECTED FOR APPRAISAL—January, 19 36-June, 19 38— 

Federal Housing Administration—Since its creation four years ago (1934 

and 1935 totals are not shown on the chart), the FHA has accepted for 
insurance more than $1,000,000,000 worth of home mortgages. 


volume of applications represents financing for newly- 
constructed homes, while in 1936 and 1937 new dwelling 
securities composed only about 56 per cent of the total. 

Analysis of the type of property covered by mortgage 
insurance indicates that the low-priced house continues to 
be the leading applicant under the Insured Mortgage Sys- 
tem. During 1937, three out of every four new single- 
family homes on which mortgages were accepted were 
valued by the FHA at less than $7,000. The average ap- 
praised value of all properties was $5,467, and the average 
premium-paying mortgage $4,157, involving monthly pay- 
ments of approximately $30. 

At the end of March, 1938, only 137 of the 220,475 home 
mortgages insured by the FHA had been foreclosed by 
mortgagees. Of these, the Administrator had sold 31, the 
net charges to the Mutual Mortgage Insurance Fund in con- 
nection with these properties amounting to $13,289, or ap- 
proximately one one-thousandth of 1 per cent of the 
$902,634,417 in premium-paying mortgages accepted up to 


that date. 
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HERE AND THERE IN BUSINESS 





WHAT’S NEW AS OBSERVED BY THE AGENCY'S REPORTERS 


EYOND question there is a grow- 
B ing vogue for “condition” in its 
several forms. Football teams do or 
don’t have condition on front pages 
from August until December. For two 
years the expectant heroine of Boy 
Meets Girl had condition (“my —”). 
Picture houses have condition (air 
—ing) and give polar bears feature 
billing all Summer. The Shaw-Walker 
chair below is said to be air-con- 
ditioned, too. 

Now comes John D. Biggers, presi- 
dent of Libbey-Owens-Ford, with a 
program for increasing activity in the 
building industry. It’s called window- 
conditioning. Essentially it will stress 
the point that despite great progress 
made in recent years in increasing the 
comfort of homes, one important form 
of insulation has generally been over- 
looked, the double glazing of windows 
and doors. 

Here is a campaign which Libbey- 
Owens-Ford thinks it can set in motion 
right away, with no waiting for a build- 
ing boom which may or may not ma- 
terialize. Twelve billion homes with 
central heating represent an immediate 





market for second sets of glass. To 
guard against the program’s bogging 
down, the window-conditioning cam- 
paign will promote the interests not 
only of the Toledo glass works, but 
also of lumber dealers, contractors, car- 
penters, and door, heating, and _air- 
conditioning manufacturers. Promo- 
tion will continue for more than just 
a brief spell. Window-conditioning 
may well enter the language. 


Micro—There is no need to be 
frightened by “microphotography;” it’s 
just another kind of picture-taking. 
And the apparatus which does the trick 
can be very simple, as the picture at 
the right makes plain. 

This particular device is called Photo- 


record and is manufactured by the: 


Folmer-Graflex Corporation, Roches- 
ter, N. Y. It reproduces on 35-mm. 
film any records you wish to preserve 
and is capable of effecting a consider- 
able saving of filing space. Its makers, 
at any rate, have found that the con- 
tents of 32 filing cabinet drawers can 
be filed in a single drawer of film rolls. 

Probably Photorecord’s market, aside 
from libraries and educational institu- 
tions, is limited pretty much to enter- 
prises which have to keep social security 
records, employees’ insurance data, 
ledgers, correspondence, checks, state- 
ments, or shipment records. But there 
has been some propaganda about turn- 
ing it on end, too, and photographing 
employees—at 1,600 shots to a 100-foot 
roll—for personnel records and identi- 
fication passes. There might be other 
uses for companies which help support 
the Post Office by swapping bulky sales 
talks and other literature ftom office 
to office. 

About the machine itself, it can be 


Air-ConpiTIonNED—T hat its what the 
Shaw-Walker Company says this Sky- 
scraper Executive Posture Chair is, 
because of its foam-rubber upholstery. 





On Fitm—Made by the Folmer Gra- 

flex Corporation, Photorecord will copy 

invoices, vouchers, and social security 
records on motion picture film. 


folded up into a 42-pound portable 
package and in action is operated by 
a foot pedal. Reproducing anything 
on a relatively flat plane and up to a 
full newspaper page in dimensions, it 
clicks off 500 or more exposures an 
hour. Film comes in daylight loading 
cartridges. 


Census—The same statistical gears 
which ground out the censuses of re- 
tail and wholesale trade in 1933 and 
1935 are again at work and preliminary 
reports on such items as sales and pay- 
rolls by quarters for 1937 and the first 
half of 1938 are scheduled to appear 
in the latter part of this month. 

Conducted by the Bureau of the Cen- 
sus of the U. S. Department of Com- 
merce, the survey will comprise reports 
from the identical establishments 
which responded to the 1935 census— 
some 700,000 retailers and 55,000 whole- 


























salers. Although the census is volun- 
tary, nearly 100 per cent of the traders 
approached in 1934 and 1936 responded. 
Questionnaires were mailed in the last 
week of June and were due for return 
on July 15. 

In addition to sales and payrolls, the 
survey has sought to collect informa- 
tion on cash, credit, and installment 
sales, inventories, and proprietors’ with- 
drawals. Results of the survey will be 
published in a form entirely new to 
census procedure. Sales and payroll 
data will be published not only by 
quarters for 1937 and the first six 
months of 1938, but will also appear 
in totals for 1935, 1937, and the first 
half of 1938. 


While You Watch—On Gratiot 


Avenue in Detroit, Mich., there is a 
new haven for impatient motorists. 
There in ten minutes a car can be com- 
pletely serviced, with its oil changed, 
all parts greased, tires inflated, battery 
filled, floor mats brushed, and glass 
polished. The garage which will do 
ii, with five to seven men working on 


the car at one time, is Ned’s Auto 
















For Utmiry—Lined with that old- 

fashioned ice-box liner, galvanized 

iron, this inexpensive Crosley refrig- 
erator 1s called the RFD Special. 


Supply Company. The construction 
firm whose new building has made 
the job feasible is the Austin Company, 
of Cleveland, Ohio. 


Cars travel on a continuous conveyor 

















Ruso—Fifty minutes’ garage work in 

ten is the boast of the Austin Company, 

which set up this easy-access auto- 
servicing equipment. 


above a spacious 53-foot-long pit, where 
recessed spotlights and hose carrying 
special lubricants have been installed. 
Old oil is speedily drawn out of the 
crankcase under a powerful vacuum, 
which also takes sludge and sediment. 
Transmission and differential grease 
is metered in under pressure. Other 
equipment for additional services is 
also built in. 

Of course rapid work means nothing 
if the garage won't take your 
money for another ten minutes. 
There is also a central cashier’s 
desk which permits simultaneous 
transactions with as many as 
twelve customers. 


RFD—Before mountain-mu- 
sic, before the flood of back-to- 
the-soil fiction, in fact only a few 
years ago, a manufacturer would 
have hesitated to call his shiny 
new refrigerator the RFD 
Special. But times and fashions 
change, and the Crosley Radio 
Corporation has chosen to ride 
the new tide. 

The RFD Special will sell for 
less than $100, a price low enough 
to be weighed seriously against 
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prospective purchases of fodder and 
seed and fertilizer. But sales will not 
be confined to country use; there will 
be one for every city family which 
wants to pay no more than $16 per 
cubic foot of cold space. At that rate 
they cannot get porcelain throughout 
—RFD is lined with galvanized iron. 
But they can get a fine bucolic tingle 
every time they feel hungry. 


Secretary—Recently, as any Sunday 
supplement will testify, railroads have 
been stressing new, streamlined, air- 
conditioned equipment as their most 
important contribution to the comfort 
and contentment of their customers. 
But long before this, well back in the 
Twenties in fact, some of the major 
lines were already sending along on 
special trains uniformed men who were 
called secretaries, but who were really 
pioneer customer-relations men. Their 
job was, and still is, to make passengers 
generally happy, whether the equip- 
ment was ultra-modern or not. 

Train secretaries were first placed on 
the Baltimore & Ohio’s Capitol 
Limited, for example, in 1923. Fifteen 
years have taught the young men who 
have held the jobs that “secretary” is 


Impact—One of the jobs of the train 
secretaries on the Baltimore & Ohio 
Railroad is to look for signs of jars 
and jerks on the impact register. 
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a misnomer, that they are rather more 
expected to be utility players in the 
train crew’s infield. 

They do, of course, take dictation, 
type letters, and post them along the 
way. Then for business men who find 
that they are not as rushed as they 
thought they would be there are bulle- 
tins to write on markets and sports, 
radios to be tuned, time-tables to be 
deciphered, wires to be sent ahead for 
reservations. 

Intermediary for the company the 
secretary must also listen to all beefing 
about the service and relay it back to 
headquarters. His position further re- 
quires diplomacy in that he has in his 
keeping an impact register, which tells 
where and with what success the en- 
gineer may have been jouncing the 
passengers. An impact report goes in 
after each trip. 

Ambassador-at-large for his railroad, 
a train secretary’s job is no sinecure. 
But there are famous men who have 
worn out théir eyes to read to, the 
excitement of helping last minute 
arrivals to get their affairs straightened 
out, and new experiences every day. 


Labels—Almost a year ago the 
National Retail Dry Goods Associa- 
tion set about finding out what consu- 
mers want to know about various 
articles handled by its member stores. 
In May of this year it presented some 
of its questionnaire’s findings in a pre- 
liminary report. 

Consumers, the members thought, 
wanted most to know the material 
content of linens, furniture, suspenders, 
and coats. In buying dresses, sweaters, 
hosiery, pots, and neckwear they were 
most interested in cleaning instructions. 
In buying floor coverings, luggage, and 
glassware they were looking for grade 
or quality specifications. And so forth. 

Unlike many preliminary reports, 
NRDGA’s will not be followed by 
another one. Its late returns and its 
support in informative labeling en- 
deavors have been lent to a new- 
comer, the Consumer-Retailer Rela- 
tions Council. 

The Council started last year when 
consumer and retailer representatives 
on the high-sounding Advisory Com- 
mittee on Ultimate Consumer Goods 
of the American Standards Association 
found that they could work together. 
Informative labels promised to make 
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PROTECTION 


For nearly half a century, Credit Insurance has been safe- 
guarding the capital and profits of Manufacturers and Jobbers 
by providing a reserve on which to draw when customers default. 





Credit Insurance Companies protect billions of dollars of sales 
annually. These companies are strong, safe, conservative. 
Their principles and policies are sound. 


American Credit Insurance 
is written by “the pioneer’’—the oldest Credit Insurance Com- 
pany in America—the company which writes more Credit In- 
surance than any other company in the world. 


In considering Credit Insurance, remember these factors, and 
also that the ‘‘American’’ Company has devoted its undivided 
services and all its resources to Credit Insurance—exclusively. 
Every contract has been fulfilled. All policyholders have been 
reimbursed on every established claim. 


“American” protection widens its scope to meet existing con- 
ditions. Today, ‘“77-B’’ cases have the same status as insol- 
vencies. Thisis vitally important. Petitions this year are at their 
highest since 1935. Under ‘77-B,”" a Credit Executive has no 
voice in enforcing payment when debtors reorganize. At best, 
he must follow the dictates of a Court (possibly unfavorable). 


When you investigate Credit Insurance, investigate 


"RICAN CREDIT INDEMNITY C0. 


J. F. McFadden, President 
St. Louis, Mo. 
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The old prospector 
says, “Gold is where 
you find it,” so the 
alert Sales Manager 
gives his salesmen 
the latest Dun & 
Bradstreet State 
Pocket Edition, 
showing the hidden 
sales opportunities 
in their territories— 
new names to call on, 
as well as concerns 
which have main- 
tained or improved 
their purchasing 
power. 


Lda 


If WHERE YOU FIND IT 


Onder the New July 1938 


STATE POCKET EDITION 


for your salesmen 
from the nearest Dun & Bradstreet office. 


DUN’S REVIEW 














consumers happy. Happy consumers 
presaged fewer damaged returns. 
Among the present membership of 
the Council are the American Home 
Economics Association, the American 
Association of University Women, the 
General Federation of Women’s Clubs, 
the National Retail Dry Goods Associ- 
ation, and the American Retail Federa- 
tion. Through associate membership 
it has the co-operation of the National 
Association of Better Business Bureaus, 
Inc. Among the officers of the Coun- 
cil are D. M. Nelson and H. W. Bright- 
man, vice-presidents respectively of 
Sears, Roebuck and L. Bamberger. 
Interested as the Council is in con- 
sumer-retailer harmony, one of its 
prime objectives is the promotion of in- 
formative labeling. It, too, has sent out 
a questionnaire—with this obvious ad- 
vantage: it is seeking to learn not what 
retailers think consumers want to know 
but instead what the retailer thinks is 
practicable to tell and what the con- 
sumer does want to know. A first 
report should be along in September. 


Grist—A new kind of business li- 
brary, which should be of especial in- 
terest to the many who feel that there 
is no printed matter more absorbing 
than a mail-order catalogue, is taking 
form in Urbana, Ill. There, under the 
direction of Dean Charles M. Thomp- 
son, the University of Illinois College 
of Commerce and Business Adminis- 
tration has already assembled more 
than 60,000 items, such business grist 
as house organs, price lists, catalogues, 
ledgers, inventory books, financial re- 
ports, and advertisements. 

Some are old, some contemporary, 
and the dual plan behind the library’s 
formation is that it should reveal 
through the actual records of business 
how business was carried on in earlier 
periods and how it directs. itself 
through its forms today. 

As Dean Thompson. explains it: “I 
have been much impressed by our de- 
tailed information concerning political 
intrigue and religious persecution and 
by our lack of any such information 
concerning business. Our historians 
are able to tell us where President 
Jackson slept most of his nights in the 
White House. None of them, how- 
ever, has any notion of how the grocer 
who sold the President his groceries 
carried on his business at the time.” 
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PROFIT 


“Nickel-nursers” are the little brothers of financiers, the dollar- 
nursers. You may not admire them, but they seldom go broke. 

Fortunate is the business organization which today includes in its 
guiding personnel a naturally saving soul with a watchful eye and a 
strong aversion to the unnecessary waste of a dime, a nickel, a penny. 
Such a business will have the dollars when the dollars are needed. 

True guardians of the treasury, official or unofficial—sometimes 
self-appointed—flock to the annual National Business Show. The 
week of the Show is their big week of the year. Here they inspect, 
analyze, discuss and compare. Every machine, device, method and bit 
of equipment on display is carefully studied for the time and money 
it can save in the daily operation of the business office. 

The comparatively few hours thus invested once a year at the 
Business Show have been a definite factor during the past thirty-four 
years in helping countless business organizations to cut costs and 
operate profitably. 

If you are a business executive and cannot come to the 35th annual 
National Business Show yourself, make sure that some responsible 
member of your organization at- 
tends this great and informative ex- 
hibition and renders full report. 

This year, even more than ever 
before, the lessons to be learned at 
the Business Show will assist in 





conserving the slim margins upon 
which Profit so greatly depends. 








39 th ANNUAL, 


uSIneSss 
Shaw 


AMERICA’S EFFICIENCY EXPOSITION 


October 3rd to 8th—1 p.m. to 10 p.m. daily 
COMMERCE HALL + PORT AUTHORITY BUILDING, NEW YORK 


| NATIONAL BUSINESS SHOW CO., INC., Frank E. Tupper, Pres, 50 CHURCH ST., NEW YORK 
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THE BUSINESS BOOKSHELF 


BUSINESS . 


STANDING midway in a money econ- 
omy between cause and effect, and 
allowing of the niceties of mathemati- 
cal treatment, prices continually tempt 
men to mistake the figures for the 
causes themselves. Casualties are com- 
mon along this borderland, but Melvin 
T. Copeland’s latest price study, A 
Raw Commodity Revolution (Bureau 
of Business Research, Harvard Univer- 
sity, $1.25) is not one of them. 

Dr. Copeland’s revolution comprises 
the changes which the World War and 
post-war developments have brought 
about in the supply-demand relation- 
ships in a score of raw commodities. 
To these changes he ascribes much of 
the financial derangement, social dis- 
tress, and economic unrest of the last 
twenty years. 

The war, new methods of produc- 
tion, and later the nationalistic policies 


of various governments, Dr. Copeland 
observes, all acted to increase output at 
a faster rate than demand expanded. 
Raw commodity prices typically turned 
downward around 1925, accentuated 
the depression which appeared in 1929, 
and called forth the economic experi- 
ments which have characterized recent 
years in virtually every country. 


Resistance 


The efforts to combat the revolution 
have been of three general types: tariffs 
and preferential trade agreements, in- 
dustrial and governmental programs 
for control of production or marketing, 
and monetary measures. Efforts which 
fall in the last category fail to ease the 
pressures on specialized producers who 
have a diminishing market, because 
they raise all prices together—with like 
effect on raw commodities, finished 











do this: 


to the address below. 








Avpress: Vice President and Manager of Agencies 


The Mutual Life 
Snourance Company of New York 


34Nassau Street. New York 


SS 


Help Someone Succeed 
BY SENDING US HIS NAME 


Ir you know some worthy and ambitious man or woman 
who wants to find a way to win a fair reward in a life work, 


Suggest a career in life insurance field work and if you 
think this individual might be interested send us the name 


The Mutual Life Insurance Company of New York 
places a high value on sincere recommendations if based on 
personal knowledge of the character of those recommended. 

To selected individuals who possess energy, common 
sense, character, stability and genuine sympathy with 
others, The Mutual Life offers personal direction and 
training in life insurance field work, leading to permanent 
careers in the communities chosen. 

The Mutual Life’s new 32-page booklet ‘Can I Make a Living as a Life 
Insurance Representative?” is available to those who wish to consider 
the subject seriously; also name of nearest Mutual Life manager. 
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goods, and wages. The other price con- 
trol measures, Dr. Copeland concludes, 
have tended to intensify rather than 
lessen revolutionary changes. Wher- 
ever tried, “the one outstanding feature 
that they have had in common is that 
all have failed.” 

Although it is small consolation to 
those who are undergoing immediate 
hardships, the continuing raw com- 
modity revolution, the author foresees, 
will eventually yield a higher standard 
of living for the world at large by pro- 
viding a greater abundance of basic 
raw materials. 

In A Raw Commodity Revolution 
Dr. Copeland further demonstrates the 
nature of changing prices by present- 
ing a brief record of developments in 
nineteen industries: copper, lead, zinc, 
tin, silver, nitrogen, petroleum, rubber, 
sugar, coffee, cocoa, jute, silk, cotton, 
wool, hides, corn, wheat, and chemical 
products. Briefly he summarizes at- 
tempts to combat the revolution with 
control measures and gives special 
attention to the attempt to deal with 
the price problem by monetary mea- 
sures in the United States. 


Public Relations 


Here in Profitable Public Relations 
(Harpers, $2.50) is a fresh, readable 
book by Bronson Batchelor, a public 
relations counselor who reports back 
from an active position on the firing 
line, where he has been for more than 
twenty years. 

This is not to say that it is an auto- 
biography. Rather it implies that the 
report cannot help but be loosely-knit, 
touching now on politics, now history, 
now economics, now industrial rela- 
tions. Just as the successful practitioner 
in this profession must know much 
which lies in the domain of many other 
professions, and within the limits of 
human capacity cannot be accom- 
plished in all of them, so a book on the 
subject will reflect a remarkably diver- 
sified knowledge and yet will satisfy 
no one who reads it for law, history, 
economics, human relationships, or ad- 
vertising alone. Here, nonetheless, is 
more than another “how-to” manual. 


DUN’S REVIEW 








Mr. Batchelor believes in the “Amer- 
ican enterprise system.” He hopes that 
those in responsible executive positions 
who do so will act promptly to save it, 
for he sees already enough precedents 
for governmental regulation and con- 
trol of business to bring free enterprise 
to an end at a nod from the people. 

And though the need is urgent, the 
immediate future is not promising: 
“Bred in an individualistic and highly 
autocratic tradition, business‘men have 
only begun to learn that they no longer 


OVER THE EDITOR’S 


CONTRIBUTORS . . 


DITOR of the Journal of Com- 

merce since 1933, Jules I. Bogen 
(pages 9-12) first joined its staff in 1922, 
when he was graduated from Columbia 
University. In his second year he was 
railway editor at the same time that 
he was doing his Master’s work, and 
after he had gained a Doctor’s degree 
he returned to the Journal to become 
successively financial editor and man- 
aging editor. 

Meanwhile, since 1924 Dr. Bogen 
has also been teaching finance and 
foreign trade at New York University, 
where he has held the rank of professor 
since 1932. In 1930 and 1931 he served 
as technical advisor to the Senate Com- 
mittee on Banking and Currency. He 
is the author of several books on finance 
and related subjects. 


In THE very nature of his work Prince 
M. Carlisle (“How Bargains Moved 
Merchandise,” pages 25-26) follows 
closely day-to-day developments in 
commerce and the commodity markets. 
He is now a member of the business 
news staff of The New York Times, 
and before that he, too, was a reporter 
for the Journal of Commerce. 

And while we are remarking on this 
coincidence, the Arthur Tappan who 
founded the Journal of Commerce in 
1827 was the brother and business 
associate of Lewis Tappan, who some 
years later set up the agency which has 
come to be Dun & BrabsTREET. 

To the best of his knowledge Willard 
L. Thorp, author of “Distrusting the 
Anti-Trust Laws” (pages 22-24) and 
Director of Economic Research, Dun & 
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live in a separate world of their own. 
Now they must consult the welfare of 
others besides themselves. Today the 
policies pursued by one manufacturer 
often have far-reaching repercussions 
upon other businesses or communities. 

Plainly, Mr. Batchelor begins at the 
beginning. More than the first half of 
Profitable Public Relations is given 
over to tracing the growth of industrial 
unrest, of public antipathies toward 
business, and the roots of general mis- 
understanding. 


JULES I. BOGEN 


Brapstrest, Inc., has not been a mem- 
ber of the Journal’s staff. 


As REGULAR readers of Dun’s Review 
probably recall, in the June number 
a Midwestern manufacturer replied to 
Colston E. Warne’s “The Consumer 
Revolts” (February, 1938) in an article 
called “The Business Man Also Re- 
volts.” Another business man’s an- 
swer will appear next month, this one 
by John Benson, president of the 
American Association of Advertising 


DUN’S 


Willard L. Thorp, Editor; Norman C. Firth, 
Managing Editor and Business Manager; Ray- 
mond Brennan, Edwin B. George, Walter 
Mitchell, Jr., A. M. Sullivan, Associate Editors; 
J. A. D’Andrea, Statistician; Clarence Switzer, 
Art Director; H.C. Daych, Advertising Manager. 


SuBscrIPTION: $4 a year; $10 for three years; 
35 cents a copy. Outside U. S. $5 a year. 


Dun’s Review goes to each company using the 
services of Dun & BrapsTREET, INc. Service 
subscribers may obtain additional subscriptions to 
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It is perhaps because Mr. Batchelor 
feels so strongly that business every- 
where must be guided by regard for 
the general welfare that he begins at 
rock-bottom, many stages behind the 
present awareness of more enlightened 
business leaders. 

But along with other readers, they, 
too, could find the latter part of inter- 
est. There the author discusses prob- 
lem examples, the place of advertising 
in a public relations program, and 
techniques and tools. 


DESK 


. COMING IN FUTURE ISSUES 


Agencies. “Why,” Mr. Benson asks 
in the tentative title at the top of his 
manuscript, “Worry the Cow that 


Gives the Milk?” 


Atso next month there will be an 
article on the Revenue Act of 1938 by 
J. O. Williford, auditor of the Atlas 
Supply Company, Muskogee, Okla. 
Last November the Committee on 
Federal Taxation of the American 
Institute of Accountants prepared a 
report entitled, “Proposed Changes in 
the Federal Revenue Law.” Mr. Wil- 
liford will compare, partly in point-by- 
point tabular form, the proposed 
changes and the actual changes. 


Because of widespread interest of the 
business public in the size and distri- 
bution of inventory stocks the Research 
& Statistical Division of Dun & Brap- 
sTREET is bringing up to date—June 30, 
1938—that section of the Survey of 
Business Trends. Returns are already 
being tabulated and the findings of the 
supplementary survey will be reported 
as soon as they become available. 


REVIEW 


the magazine for executives, branches, and so on, 
at special rates. ... Published monthly. August, 
1938, Vol. 46, No. 2124. Copyright 1938, 
Dun & BrapstREET, INc. Printed in U. S. A. 


More detailed breakdowns of those statistical 
data originally compiled by the publishers—busi- 
ness failures, bank clearings, building permits, 
and price indexes which are summarized and 
interpreted cach month in Dun’s Review (see 
pages 36-40)—are published monthly in Dun’s 
StatisTicAL Review, tables only, no text, $1 a 
year; $2 outside the United States. 


NEW YORK, N .Y. 





THINK ABOUT PRICES! 


oo N 1917, when prices were business process, many business men will not fig 
rising rapidly, I went into a small shoe store to buy it easy to describe the way in which it’s done. 
a pair of shoes. The proprietor, who waited on me, you explain why your price is go cents rather thay 
explained most carefully that, to replace in his stock 85 cents or 95 cents or even $1.50? Have you som 
the shoes which I had selected, would cost him 30 definite procedure, like my philanthropic shq 
cents more than I was to pay for them. Because he dealer, and if so, can you justify it by more than habj 
had marked them up his usual’ percentage over the or hunch? This isa perfectly proper, though perhap 
original cost of six months before, he was entirely embarrassing question, for the business man to 
satisfied with the deal—and so was I. asked. Be he producer or distributor, he would 

wise to have his answer ready. 7 
There is no doubt but that the National Economic 

Committee will place one of its largest question- li MlandA Xx. haa 
marks after the four words—how are prices deter- ; 
mined? Even though pricing is at the heart of the E D I T o 


PHILIP D. GENDREAU 








